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Current Financial Opinion 


The Up-to-Date Thoughts 


THE following symposium, collected 

from various sources, shows how 
things are seen by some of the men who 
are in the thick of affairs: 


Vice-President Talbert, National City 
Bank of N. Y.: The leading bankers of 
Europe and those financiers who are best in 
position to know, are now of the opinion that 
we have entered a period of dear money, the 
duration of which is indefinite. 

Notwithstanding the fact that we appear to 
be, and I believe are, still speeding away on 
safe ground, it is clear that on the highway of 
prosperity and progress we have been break- 
ing the speed limits with our credit machine. 
The turn in the road may be a long way off, 
to be sure, but there always is a turn in every 
road. 

It would appear to be the part of wisdom 
gradually to reduce our speed before the turn- 
ing point is reached, and even before it is in 
sight. In that event, we shall experience no 
unusual strain of credit this Autumn. It 
should be remembered that we are neither in 
nor approaching a period of speculation and 
that credit is in no danger whatever from that 
source now, nor will it be in the near future. 

Fourth National Bank of N. Y.: The 
money market situation in the United States 
for several months past has been domifiated 
largely by the tension prevailing in Elifope. 
There is still an active demand for money 
throughout the United States, but the inquiry 
is perhaps not as urgent as it was, and it may 
be said that at no time has the conservative 
mercantile borrower been unable to obtain 
reasonable accommodation. The indications 
are that rates will continue firm for some time 


of Wide-Awake Thinkers 


corporations which have not disposed of their 
bonds, and owing also to the approach of the 
crop moving period. 

J. P. Morgan: “The State of Tennessee 
wanted $10,000,000, and couldn’t get it, and so 
they issued one-year notes for that amount. 
Just yesterday they came around trying to sell 
those notes. Still, Tennessee has just as good 
security as any other State. It isn’t a matter 
of security so much just now as of available 
money. The money just isn’t available for the 
needs now. So, from the case of Tennessee 
you will find a pretty fair example of the state 
of the financial market.” “How long do you 
suppose the condition as at present will last?” 
asked Commissioner Decker. “Well, I can’t 
say that,” replied Mr. ,, Morgan. “I can hardly 
give an opinion on it.’ 

National City Bank of Chicago: The in- 
dications are that money market activity will 
continue throughout the crop moving period, 
or until the new tariff law has been placed 
upon the statute books. There is a strong de- 
mand for accommodation throughout the 
West. This comes largely from merchants 
who have found it difficult to sell the volume 
of paper that they have ordinarily found a 
ready market for at this season of the year. 
Not being able to dispose of their paper 
through the usual channels, these borrowers 
have made heavy direct demands upon their 
banks, with the result that the aggregate bur- 
den has been sufficient to tax the resources of 
the banks in most of the great mercantile cen- 
tres of the United States. The banks have 
had also to make very large advances to cor- 
porations which have found it difficult to 
market their bonds or short term securities. 
The result has been that borrowers have paid 


to come, because of the broad demand from from 5% to 6 per cent. for money, and would 
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willingly pay the higher rate for much greater 
loans than the banks are in a position to make 
at this time. The inquiry is healthy and per 
fectly legitimate. 

James B. Forgan, Chicago: Money con- 
tinues hard, but we are getting into the usual 
Summer lull. We anticipate no unusual diffi- 
culty during the crop rush next Fall. There 
is always some strain then. It’s strange that 
people so readily comprehend railroads’ peak 
of load, but not banks’ peak of load. The 
money situation has improved and is not im- 
pressively abnormal. 


BEING A BUSINESS MAN. 


He gets it from all directions at once. 


George F. Baker: The Boston News 
Bureau “hears” that “Even prosecution of 
corporations is included among the ills which 
the. more important financiers—and I hear 
George F. Baker is firmly of this opinion— 
feel have been discounted. The optimism re- 
cently expressed in the West by the founder 
of the First National Bank has become more 
pronounced of late, his friends assert, owing 
the excellent progress of the crops.” 

President Brown of the New York Cen- 
tral: In 1908 the railroads of this country 
were compelled to borrow $187,000,000 on one- 
year notes. In 1909 these temporary borrow- 
ings had increased to $319,000,000, and in 1912 
to $368,000,000, and while I have a pretty fair 
idea of the extent to which short-time paper 
has been used in making permanent improve- 
ments during this year of 1913, if I knew the 
exact figures I should be afraid to express 
them. Our own companies, in default of the 
possibility of selling long-time bonds on terms 
at which we felt we could afford to sell them, 
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have put out more than $100,000,000 of one- 
year notes, and unless the market for bonds 
improves we shall have to put out still larger 
amounts. 

President Elliott of Northern Pacific: | 
do not feel blue. While | believe this a time 
to exercise caution and prudence, | see no 
cause for alarm. In our part of the country 
everything depends on crops. A good har- 
vest will create new wealth, cause a brisk con- 
sumption of lumber, and generally inspire the 
merchandise trade. With favorable weather 
from now on we should get a good average 
crop yield, although it will not be as large as 
last year, which was exceptional. 

Merchants-American National Bank, St. 
Louis: There is nothing in the outlook 
to occasion alarm, and no indication whatever 
of sensational conditions in the money market 
It may be said that the banks of the South- 
west are in excellent shape to meet the de- 
mands made upon them. 

American National Bank, San Francisco: 
The scarcity of loanable funds wilt be readily 
understood by any one who takes the trouble 
to scan the bank statements. Summarizing 
the statements of all the national banks in the 
United States, the Controller’s published re- 
ports show that cash holdings have increased 
only 5.1 per cent. in the past three years, 
whereas the total liabilities of the banks have 
increased 12.5 per cent. As cash is the basis 
of all credit transactions, the strain upon 
credit is obvious from the foregoing figures. 

G. A. Garretson, President Bank of Com- 
merce, Cleveland: I consider crop condi 
tions in this section good. Business reaction 
not yet culminated. Do not consider close 
money conditions over. Tariff reductions not 
yet entirely discounted. 

George S. Hovey, President Interstate 
National Bank, Kansas City: Crops in this 
and surrounding States in good average con- 
dition. Look for still greater business reac- 
tion unless country has immediate assurance 
that the present currency bill will not be en- 
acted into law. Tariff legislation not so 
serious to us. 

E. W. Decker, President Northwestern 
Nat’! Bank, Minneapolis:. Minnesota crop 
prospects good; North and South Dakota fair 
and spotted and materially reduced from last 
year’s yield. General business continues here 
in full volume, partly due, we think, to last 
year’s crop. We look for some recession in 
business and a very firm money market during 
the balance of the year, but no serious trouble 
beyond that. We expect our section of coun- 
try will do a good business the coming year, 
but perhaps not quite so large a volume as at 
present. 

J. G. Rounds, President Citizens’ National 
Bank, Des Moines: Crops through Iowa 
promise as good as last year and outlook good 
for fairly prosperous year. Tariff reduction 
cuts very little figure here. No reaction in 
business so far, but money stringency will 
probably curtail purchases by our merchandise 
this Fall. 
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A. L. Caldwell, President First National 
Bank, Leavenworth: The crop prospects 
are better than last year. Think tariff reduc- 
tion to some extent discounted and no danger 
of money crisis, and, with increased yield, 
farmers will fare as well as last year. 

Merchants & Manufacturers’ Bank, Mil- 
waukee: Crop prospects in Wisconsin are 
unusually good. Business conditions gener- 
ally below normal. Money close, but no crisis 
possible. Effect of proposed tariff changes 
meagre so far. Opinion mixed on compara- 
tive prosperity this season against last. 

President Shaughnessy of Canadian Pa- 
cific: There has been no over-expansion in 
Canada. Building trades returns show no 
recession in operations, and bank clearings 
in the West continue high. So long as we 
continue to receive immigrants at the rec- 
ord rate prevailing, Canada’s business must 
continue to expand. 

Marshall, Field & Co., Chicago: Reorders 
through the mails indicate low stocks on re- 
tail shelves. Merchants have operated con- 
servatively during the past six months. Manu- 
factured stocks in all lines are low and mer- 
chandise most in demand at the present time 
is hard to get from the mills. Collections are 
about normal. 

Dun’s Review: As for some time past. 
buyers confine their operations mainly to 
actual needs, the fast approaching completion 
of the new tariff naturally resulting in a 
wholesome conservatism in this respect. 


Albert R. Gallatin, af Schmidt & Gallatin, 
N. Y.: The past twenty years have wit 
nessed a world-wide increase in personal and 
government expenditure, crowding of people 
in cities, great enlargement of charitable en- 
terprise (both public and private), a decline in 
the production of foodstuffs in proportion to 
the increase in population, and public educa- 
tion on a scale never before recorded in the 
history of the human race. These are the 
causes that lie back of the increased cost of 
living and the decline in investments. The 
result of it all is a serious economic strain. A 
period of liquidation and readjustment is in- 
dicated ; when it is over, the country will enter 
into a new period of expansion, the purchas- 
ing power of the dollar will have been in- 
creased, and all the present-day agitations 
which are of such great importance to the 
sentimental and unthinking elements in the 
community will be forgotten. 


H. S. Priest, Frisco R. R.: The trend of 
legislation has been and is to protect private 
capital until it is invested in railroads, when it 
ceases to be private capital and becomes prop- 
erty subject to legislative exploitation, both 
State and federal. Under such conditions no 
one is anxious to invest money in any form 
of railroad securities and does so only under 
speculative conditions or in taking the gam- 
bler’s chance. All business is in a halting 
attitude because all business seems to be more 
or less the subject of legislative control. This 
discourages enterprise and progress. Busi- 
ness needs emancipation from legislative in- 


FINANCIAL 


OPINION. 














THE ETERNAL QUESTION. 


How can the consumer balance his income 
a.id support the retailer, jobber, railroads, 
manufacturer, buyer and farmer, with rising 
costs of production and an over-worked soil 
From Chicago Record-Herald. 





fluence. It has been pursued until it is a 
nervous wreck. 

George W. Perkins: very wealth 
men who to-day complain that labor is 
manding more and more are themselves to 
blame for it. They made great fortunes, and 
then endowed many institutions of learning 
The laboring men studied, and where they 
formerly struck for wage increases they are 
today demanding a share in the prolits of the 
large corporations they work for. It is a 
higher rate of intelligence at work, and _ this 
being so, no arbitrary dollar and cent increase 
will ever prove satisfactory. 


Some 


de- 


Can the Investment Horse 

Be Maz¢: To Drink? 
Railroad Rate decision is still re- 
If railroad profits are 


THE 


verberating. 
to be held down to a certain maximum 


while industrial profits are not, why 
should the investor put his money into 
railroads? 

The answer is that he doesn't. In 1912 
the issue of railroad securities was rela- 
tively the smallest since 1903, or 19 per 
cent. of all securities against 62 per cent. 
in 1909. But non-railway securities 
issued in 1912 reached the largest total 
for ten years, and were four times the 
railway securities put out in that year. 
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The courts can lead the horse to water 
but how can they make him drink? 
Capital, like the wind, bloweth where it 
listeth. 

Even Theodore Roosevelt, who will 
probably not be accused of overmuch 
sympathy with capital, sees this plainly: 

It must be a cardinal principle in dealing 
with honestly built and wisely managed rail- 
ways that the investor, the shareholder, is just 
as much entitled to protection as is the wage- 
worker, the shipper, or the representative of 
the general public. Unless the investor finds 
that he i is to get a fair return on his money, he 
will not invest, and in such case not only will 
no new railways be built, but existing railways 
will not be able to repair the waste, the wear 
and tear, to which they are subject, and will 
not be able to make needed improvements. It 
is just as much the duty of the commission to 
permit rates to be raised when the raise is 
justifiable as to require them to be lowered if 
the lowering is justifiable. 


Richard H. Edmonds, the clear-think- 
ing editor of the Manufacturers’ Record, 
emphasizes the point as follows: 


The railroad traffic of this country practic- 
ally doubles every decade. The magnitude of 
our railroad business is seen in the fact that 
the Pennsylvania Railroad hauls a greater 
tonnage than that of all the railroads in Eng- 
land, Ireland, Scotland and Wales, and on the 
average hauls it three times as great a dis- 
tance, so that on the ton mileage basis the 
Pennsylvania Railroad hauls three times as 
much freight as all the railroads of the United 
Kingdom. 

During the last five years not far from 
$1,000,000,000 has been spent in road building 
and the betterment of roads of the South and 
Southwest; but even this vast sum has merely 
enabled the roads to keep from falling behind; 
it has not enabled them to push their develop- 
ment ahead looking to the future. 


Now None So Poor To Do 
The Railroad Reverence. 


DANIEL WILLARD, president of the 

Baltimore & Ohio, expressed very 
clearly in a recent speech the changed 
position of the roads as compared with 
their attitude of ten or more years ago: 


It has come to be understood that the rail- 
road is a semi-public institution, and that it is 
expected to treat all with equal fairness. The 
executives in charge of the railways, by virtue 
of what has come about, occupy the dual posi- 
tion of semi-public officers, charged with the 
duty of operating the properties in harmony 
with the laws of the country and also with the 
equally-important duty of trustee, represent- 
ing those whose money is invested in the 
enterprise. It should be remembered that al- 
though the railroad is considered a public 
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utility with important public functions to per- 
form, it nevertheless owes its very existence 
to the employment of private capital. Com- 
missioner Prouty has well said in one of his 
public addresses that “we can provide by legis- 
lation the sort of cars which a railroad shall 
use and the rates which it shall impose; we 
cannot by legislation force one single dollar 
of private capital into railroad investment 
against its will.” 

Mr. Willard went on to specify the 
various ways in which expenses have in- 
creased without any corresponding in- 
crease in income. He considers the 
situation very serious, as a railroad 
president might naturally be — to 
do. The New York Times, however, 
after sweeping the horizon with its tele- 
scope and taking elaborate soundings, 
sees the turn of the tide: 


The decision of the Interstate Commerce 
Commission to reconsider its refusal to allow 
railways to raise their rates marks the turn of 
the tide of opinion on this important subject. 
For a generation regulation has meant reduc- 
tion of rates. The education of the commis- 
sion has now so far progressed that it ex- 
presses its open-mindedness toward the idea 
that it may be necessary sometimes to regulate 
rates upward. 














“MOVE OVER.” 
State control pushes railroad managements 
aside—From Philadelphia Record. 


Does Railroad Valuation 
Mean Confiscation? 


THE government might take over the 

roads and run them itself, as in 
several European countries; or it might 
leave them entirely alone and let private 
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capital manage them at its own sweet 
will. It has done neither. It leaves 
private capital to furnish the money and 
do the work under more and more re- 
strictions and supervision. 

But this practically involves a contract 
between the government and the roads. 
If the government assumes the rate- 
making power, while leaving the roads 
dependent on private capital, it must 
make such rates that capital can be ob- 
tained. Can this be done if rates are 
based on the principle of physical 
valuation ? 

This is what Thomas F. Woodlock, a 
member of the New York Stock Ex- 
change, has to say on the subject: 

The public has determined to “value” the 
railroads in order to determine what rates 
they should have. Let there be no misunder- 
standing about this matter; practical confisca- 
tion—partial at least—of property actually in- 
vested in railroads will be quite possible by 
“valuation” if the public is determined to do 
it or if the “valuers” are permitted to run riot 
among the technicalities. For the point at 
which aid of the courts can be invoked and 
obtained with any certainty represents only 
the minimum below which the roads cannot 
live. Long before that point is reached capi- 
tal will have sought other fields than railroads. 
But this kind of treatment will mean starva- 
tion of the railroads and breakdown of the 
American system as it is today, and drive us 
to government ownership—a very poor busi- 
ness “trade” for a business people to make. 
Valuation methods are means to an end, not 
ends in themselves, and the end is “fair value.” 


Hope Deferred Maketh 
The Business Man Weary. 


MANUFACTURERS’ hopes of an 

early settlement of the tariff ques- 
tion have had to be laid away on the 
shelf. The owner takes them down and 
dusts them from time to time and 
mournfully puts them back again. It 
seems to be assured that the bill will go 
through substantially as first drawn, 
with only moderate changes made by 
the Senate—but in the meantime it 
doesn’t go through. 

Opinions as to the results are as vari- 
ous as the total population of the United 
States. Business America presents both 
sides in regard to the textile industry. 
In one, A. C. Kretschmar puts the gist of 
his opinion as follows: 

Textile manufactures everywhere, in order 
to properly compete, must be protected to such 
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an extent that the labor and expense con- 
tained in each piece of foreign goods must 
have added to it tariff enough to balance the 
additional labor item facing the domestic 
manufacturer. 

To illustrate: If $1 worth of American 
goods contains in material 40 per cent. and in 
value of labor 60 per cent., the same goods 
would be made abroad for 64 cents. In Japan 
the same goods would be made up for 46 
cents. In each case the cost of material 
would be the same, but the difference results 
from the use of cheaper labor. 

The feeling is universal in the textile trade 
that at the present rate of wages it will be im- 
possible to meet foreign competition with a 
tariff as low as proposed in the Underwood 
bill. 

But the Hon. Andrew J. Peters, of 
Massachusetts, sees it very differently: 


It is absurd to try and claim that the tariff 
will revise the cotton schedule in such a way 
as to throw men out of employment or to 
upset the industry. Such remarks are made 
largely by those who desire to create a feeling 
of uncertainty and a political feeling against 
a party. 

I believe firmly that the industries of the 
whole of our country are going to be put by 
this tariff bill on a firmer, sounder foundation. 
Removed from the uncertainties of tariff dis- 
cussion and from the unfortunate overstimu- 
lation of protective duties, our industries will 
develop on a sound basis that will make the 
next years ones of prosperity. 
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TIME TO WAKE UP 
State rights and railroad rights are having a 











monkey-and-parrot time of it—From the 


Philadelphia Ledger. 
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SECURE FOR THE SUMMER. 


From Baltimore American. 


Canadian Pacific And 
The Panama Canal. 


T would ceftainly seem at first thought 
that the Canadian Northwest ought 
to be far enough away from Panama so 
that it wouldn't be hurt by the competi- 
tion of the canal. But distance on the 
ocean doesn’t count for much in the case 
of bulky and non-perishable freight. 
Toll charges will be 20 per cent. cheaper 
through Panama than through Suez. In 
fact, it is estimated that the toll charges 
through Panama will be less than the 
cost of coal alone to take ships around 
Cape Horn. 

While our Pacific Coast will benefit 
greatly from the canal, its principal ex- 
ports are fruits, which cannot stand the 
long tropical sea trip. This is not true 
of the products of Canada, as pointed out 
by Daniel W. Trotter, a Calgary business 
man: 

Western Canada, I believe, will reap 
greater benefit than any part of the world; 
first, by reason of the large grain shipments 
that will be made from the prairies, especially 
from Alberta; secondly, by reason of the great 
timber shipments that will be made from the 
forests of British Columbia, and, thirdly, by 
reason of the great timber shipments that will 
be made from the forests of British Columbia, 
and, thirdly, by reason of the mineral ship- 
ments that will be made from the West. 


To meet this condition, Canadian 
Pacific . is pushing double-tracking 
through to the coast as rapidly as pos- 
sible. It might easily prove that the 
increase of business on the short haul to 
the Pacific would make up for the loss on 
the long haul to the East. 

Canada is getting to be “some pump- 
kins” nowadays. The New York Finan- 
cier makes a few invidious comparisons : 

Canada’s trade with the United States has 
doubled in six years. The balance in favor of 
the United States last year was 285 million 
dollars. This is accounted for by the fact that 
Canada’s development requires enormous im- 
ports in connection therewith. 

Canada, with one-twelfth the population of 
the United States, has an aggregate import 
and export trade between one-third and one- 
fourth as large. This is also caused by the 
opening of new territories, and the building 
of railroads and new cities. 

Counting the population of Canada at eight 
million people, the per capita import and ex- 
port trade is in excess of $100; the per capita 
of the United States is a little under $40. 


Nature Dug The Canals 
For Fortunate New Orleans. 


of the canal and of the 


SPEAKING 

railway development of the South. 
it was only a few years ago that we 
thought nobody but negroes could live in 
the swamp lands of Mississippi and 


Louisiana. Now the idea is laughable. 
Big tracts of this land are being de- 
veloped every year into rich farming 
sections. The latest to be mentioned in 
the current news is a purchase of 106,000 
acres of Louisiana marsh land by North- 
ern operators for $265,000 in cash. 
Several million dollars will be spent in 
drainage and improvements. All of 
these things mean business for Southern 
roads. 

As for canals, the big rivers and the 
Gulf make them unnecessary. The 
Gulf States Banker chronicles: 

The official opening of the barge line now 
operating between the coal fields of Alabama 
and New Orleans took place the first week in 
June. The line represents an investment of 
more than $1,250,000, and is of immense com- 
mercial value to New Orleans. ; 

The fleet consists of fifteen barges, costing 
thirty thousand dollars each. The inaugura 
tion of the system means that coal, iron and 
other material can be brought to New Orleans 
much cheaper, which will greatly benefit the 
factories and other lines of business. The 
barges use the Mississippi River, Lake Borgne 











Canal and Mississippi Sound to Mobile Bay. 
Then they go up the Mobile, Tombigbee and 
Warrior Rivers to Tuscaloosa. The coal 
fields are touched on the Black Warrior 
River, fourteen miles above Tuscaloosa. 


“Is A Yankee 
Panic Pending?” 


|" is the London Economist that asks 
the above highly important question. 
Its views may be summarized as follows: 


We may judge Wall Street’s nervous tem- 
per by fact that government’s declaration of 
using machinery provided after autumn panic 
of ‘07 for increase of currency in times of 
crisis by short term bill “if necessary” for first 
time this autumn has had soothing effect. It 
is a clumsy, extravagant device giving right 
of note issue that can only be exercised on 
numerous conditions, involving constant ap- 
peal to government officials, and perpetual 
drain on profits by way of interest ranging up 
to 10 per cent. It was only to be brought into 
use as last resort in circumstances parallel to 
those of ’07—and this last resort is being now 
debated in New York. We may hope that 
“necessity” will not arise. 

A few authorities in this country are 
asking the same question in all serious- 
ness. Byron W. Holt, for example, has 
been feeling very blue for several years 
and can only see a distant gleam of hope 
now: 

We see not much prospect of any apprecia- 
ble advance in the prices of high-grade bonds 
until there has been a world-wide collapse in 
security and insecurity values. This we ex- 
pect to occur within two years and, possibly, 
within one year. The great decline in our 
own stocks and bonds, since last October, and 
the stagnation in real estate in most of our 
cities, as well as of farm lands, in most locali- 
ties, are ominous of coming trouble. When 
it will break and all kinds of values will go 
tumbling we do not, of course, know. We 
only know that we see danger signs that wise 
men will not ignore. 

. Professor Irving Fisher, in the Amer- 
ican Economic Review, writes as fol- 
lows: 

\s to the outlook for the future, I see no 
reason to change the opinion expressed in the 
March number, based chiefly on the great ex- 
pansion of bank deposits, and on the great 
increase in their velocity of circulation and in 
the “virtual velocity of money,” that we are 
approaching a crisis and that this is more 
likely to begin earlier abroad than at home 

but the Boston Commercial, under the 
heading “A Panic Seems an Impossibil- 
ity, views the matter thusly: 

It is astonishing how general and how 


unanimous the belief is among people high 
. 
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and low that .this country 


. will come. If, 





is running into a 
financial and industrial panic. Few seem to 
realize that panics are in the nature of acci- 
dents and that when everybody is watching 
for them they do not occur. 

In the United States there has been no 
over-expansion or excessive speculation for 
some years. This statement may be qualified 
by excepting the somewhat extravagant land 
speculation that has occurred in some locali- 
ties in the West. The whole country has been 
prepared for business reaction and panic, and 
there is hardly a weak thread in our indus- 
trial and financial fabric. 

And here are two other suggestive 
viewpoints. 

President McDougal, of the Bank of Buf- 
falo: At some time in the future, not many 
years hence, commercial depression surely 
before that time, we have a 
proper banking and currency system, we may 
have depression but we shall have no mone- 
tary panic. If we have no proper banking and 
currency system, we shall have the most 
severe panic that any man in active business 
today has seen in the course of his experi- 
ence. 

Nelson Cook & Co., of Baltimore: There 
is certainly evidence that the long period of 
depression and of disturbed monetary condi- 
tions is coming to an end. The very conserva- 
tive policies which have been observed by our 
banking institutions during the past six 
months and the drastic liquidation which has 
been in progress in the markets for securities 
during the past twelve months could not fail 
to produce the good results which are at 
present indicated. 

















OUR NEW CURRENCY BILL. 
As some of the politicians see it—From 
Baltimore American. 


Wanted—More Money. 
Isn’t It Strange? 
CARCITY of capital is the reason 
generally assigned by those who 
fear serious trouble. This certainly is 
not entirely an abnormal condition. In 
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our own personal experience we have 
always found capital a good deal scarcer 
than we wanted it to be. And the 
world’s trouble right now lies rather in 
increased demands for capital than in 
any important falling off in the supply. 

Applications for capital in the London 
market were over seventy million pounds 
in the second quarter of this year, a total 
only once exceeded for the correspond- 
ing quarter in any year of the last 
decade, during the rubber boom of 1910. 
The rapid growth of demands during the 
last three years is shown in the following 


The Annalist spreads seth ‘i phil- 
osophy of the situation in these words: 


One who waits for the financial horizon to 
be clear may find, when he is ready to buy, 
that others have not waited, and that his 
opportunity is gone. 

It is true that there are signs of liquidation 
in the world. However, there are two things 
can never happen in parallel. Liquidation in 
the world’s business and a further rise in the 
rate of interest cannot take place at the same 
time. Liquidation in business means pri- 
marily a fall in prices, which enables the same 
quantity of business to be done with less 
money. Funds are released—that causes a 
decline in the prevailing rate of interest. That 
is followed by a rise in bonds. The sequel to 
that in due time is a rise in stocks, partly be- 
cause stocks, like bonds, are affected by changes 
in the prevailing rate of interest, and partly 
because stocks anticipate a greater creation of 
wealth at a profit. Lower prices increase 
capital’s command over goods. Enterprise 
does the rest. Facilities for increasing the 
production of goods appear. 


Gambling Joint Or 
Market Place? 


UNDER the above rather surprising 

title Harold J. Howland, of The 
Outlook—doubtless after a_ refreshing 
draught of the Colonel’s famous milk 
punch—presents a long and interesting 
review of the operations of the New 
York Stock Exchange. He presents his 
conclusions first, arranging them, as he 
says, in the popular rather than the 
logical order : 
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1. Many of the operations on the Steck Ex- 
change are virtually gambling. 


2. Many individuals lose money on the 
Stock Exchange who can ill afford to lose it. 


3. The free opportunity provided by the 
Stock Exchange for speculation makes it easy 
for many men with inadequate knowledge and 
insufficient resources to indulge in speculation. 


4. The facilities of the Stock Exchange are 
used at times by experienced and unscrupulous 
men and groups of men, many of whom, how- 
ever, are not members of the Exchange, to 
take advantage of inexperienced outsiders. 


5. Nevertheless, the Stock Exchange has a 
very real reason for being. 


6. The function which it primarily performs 
is a legitimate, a useful, and indeed an indis- 
pensable one to modern business and industry 


7. Neither speculation, trading on margin, 
nor short selling, when kept in its proper place 
and not abused, is contrary to good law, good 
economics, or good morals. 


8. But all of these three are at times used 
in ways that, if not illegal, are certainly un- 
economic and immoral. 


9. Finally, the problem which in this day we 
must face in relation to the Stock Exchange, 
and which the Stock Exchange must face for 
itself, is, How to preserve and develop its 
normal and indispensable function while curb- 
ing and eliminating to the greatest extent 
possible the misuse of its facilities. 


i i 


: 


THE GOOD BOY OF THE EAST. 


Turkey (from the corner in which Europe 
has put him): “TI fear, madam, that our young 
friends are causing you some embarrassment 
But, while greatly deploring their insubordina- 
tion, I regret that I am not in a position to 
render any appreciable assistance to your 
authority.”—London Punch. 
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Are The Horrors of Mar- 
gin Trading A Bugaboo? 


M® HOWLAND discusses margin 

trading in a properly solemn state 
of mind and discovers a number of 
things, some of which have been thought 
of before: 

Is trading on margin, then, an illegitimate 
practice? Should we be doing a service to 
the community if we prohibited it? 

In its essence trading on margin is as legiti- 
mate as any other business transaction in 
which the buyer pays only a part of the pur- 
chase price down and borrows the rest on the 
security of the purchased property. In prin- 
ciple it is no more indefensible than any other 
form of buying on credit. 

Since trading on margin is essentially a 
perfectly legitimate process, to prohibit it 
would be to do more harm than good, even if 
it could be prohibited without violating the 
constitutional privileges of the individual, 
which it extremely doubtful. But it should be 
surrounded with every possible safety device 
like any other piece of useful but dangerous 
machineryto keep out of this particularly at- 
tractive form of speculation any man who 
cannot afford to lose his stake, to require 
amply sufficient margins of every speculator, 
and to restrain the immoral practices of some 
large market operators and dishonest pro- 
moters, most of whom are not members of the 
Exchange. 


All The World Is 
“Selling Short.” 


ON the subject of selling short, he 
even goes so far as to question the 


authority of Ida Tarbell on Stock Ex- 
change matters, which certainly must be 


lese majesté. There is something rather 
diverting in the sight of Miss Tarbell 
and Mr. Howland settling the fate of the 
Stock Exchange, but never mind that. 
His illustrations are very pat: 


Let us transfer this “selling something that 
one has not got” from the heated atmosphere 
of controversy that surrounds Wall Street in 
these days to the calm air in which is carried 
on a business whose legitimacy and high 
character Miss Tarbell would not, I am sure, 
asperse—magazine publishing. The magazine 
publisher “sells something that he has not got” 
every day of his life. The magazine sub- 
scriber pays for his subscription a year in ad- 
vance. When the publisher of The Outlook 
accepts the subscriber’s $3 in December in 
payment for fifty-two issues of The Outlook 
to be delivered at weekly intervals during the 
year, he is selling short with a vengeance. 
He is “selling something that he has not got.” 

When he accepts the subscriber's $3 he 
could no more deliver, within any reasonably 


OPINION. 


SWORDS OF DAMOCLES. 

The Balkan dispute, international armament, 
the crops, trust investigations, undigested se- 
curities, Japanese controversy, Supreme Court 
decisions, tariff, currency reform, all threaten 
the stock market—From N. Y. Times. 





short time, the property which he has sold, 
than he could fly to the moon. He has neither 
the paper nor the ink, the articles nor the 
illustrations, nor the news on which it almost 
all depends, which he is to deliver. 

The publisher will not make the final de- 
livery of the property which he has sold until 
twelve months have elapsed, while he has 
accepted payment in advance. The stock- 
broker makes delivery the next day, and re- 
ceives not a cent of money until he has made 
delivery. 

Short selling performs a well-nigh indis- 
pensable service. The primary function of 
the Stock Exchange is to provide a free, open, 
and broad market for the purchase and sale of 
securities. Such a market must be responsive 
to the law of supply and demand, but it must 
be protected, as far as possible, from rapid 
fluctuations and wide price movements. The 
best market would be that in which the swings 
of the price pendulum were short but de- 
liberate. Short selling is a brake upon the 
market. It narrows the limits of fluctuation 
and retards their speed. 


And short .selling, he finds, is most 
essential of all to small *investors—the 
very class to whom Miss, Tafbell’s dis- 
cussion is planned to appeal: 


The odd lot dealer is indispensable to the 
small investor. And the odd lot ler could 
not exist if short selling were impossible. 
Just consider the matter a moment. ‘The odd 
lot dealer always makes a market for those in 
quest of less than a hundred shares. If any 
one wants to buy, he must sell; if any one 
wants to sell, he must buy. It is a highly 
competitive business, the odd lot business, and 
no man could refuse orders and live. Sup- 
pose, now, the market is falling. Brokers 
come to the odd lot man to buy for their cus- 
tomers. He must sell or shut up shop. If 
he buys before he sells, the market will run 
away from him. He will be selling always 
at a loss. He will be committing suicide. 

He must sell the odd lots short and buy his 
hundreds to make them up when the market 
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has gone down further. He must sell short 


or be ruined. 


How To Change Gambling 
Into Genuine Speculation. 


PECULATION, he goes on to say, 
is indorsed by all high economic 
authorities as necessary to the business 
of the world and beneficial to the public, 
when carried on by those who are men- 
tally and financially competent to per- 
form the service safely and intelligently. 
But it may degenerate into an injurious 
form: 

The chief cause of this form of speculation 
is trading on insufficient margin, and trading 
by men who cannot afford to lose. The latter 
practice it is well-nigh impossible to control. 
To curb the right of the individual to do what 
he will with his own is rather beyond the 
province of any private organization of men. 
But even, this practice would be restricted if 
no brokers would accept orders except upon 
ample margin. 

The New York Stock Exchange has under- 
taken to bring this about. A rule adopted in 
February of the present year declares that a 
member accepting an account “without proper 
and adequate margin” may be proceeded 
against and disciplined even to the extent of 
losing his seat. A new committee has been 
appointed to carry out this rule and others 
relating to the business conduct of members. 
This committee is an active one, and steps 
have already been taken to make effective the 
rule against insufficient margins. 


A Famous Psychologist 
Puts The Investor Under 
The Microscope. 
UGO MUNSTERBERG, Professor 
of Psychology at Harvard Uni- 
versity, has contributed to The Rollins 














THAT FINANCIAL DEPRESSION FLY. 


“Hold still a moment, Uncle, I won’t hurt 
you!".—From the Baltimore Sun. 


Magazine a notable article entitled “The 
Psychology -of the Investor.” The 
workings of the mind of the seasoned 
and intelligent investor are very simple 
and logical, but this is by no means true 
of the general public: 

Foreign visitors have often noticed with 
surprise that the American public, in spite of 
its cleverness and its practical trend and its 
commercial instinct, is more ready to throw 
its money into speculative abysses than the 
people of other lands. What is the reason? 
Those observers from abroad are usually sat- 
isfied with the answer that the Americans are 
gamblers. 

But this is not entirely true. America 
prohibits lotteries, which flourish in 
Europe. In the most civilized European 
countries, whenever a cathedral is to be 
built or an exhibition to be supported, 
the State gladly sanctions big lottery 
schemes to secure the financial means. 
And he quotes many other instances to 
show that— 

A certain desire for gambling and quick 
returns evidently exists the world over. But 
if the Americans are really speculating more 
than all the other nations, a number of other 
mental features must contribute to the out- 
come. 


Are You Highly 
“Suggestible”? 


[* the normal man is told to go and do 

this or that, he will at once think of 
the consequences, and the danger or 
foolishness of the proposed line of be- 
havior may lead him to ignore the sug- 


gestion. But often this normal appear- 
ance of the opposite ideas fails, or they 
are too faint to offer resistance to the 
suggestion. The result is that the idea 
of action finds its way unhindered and 
breaks out into a deed which normally 
would have been checked. In this case 
the psychologist says that the mind was 
in a state of “increased suggestibility.” 

In a state of fatigue or under the in- 
fluence of alcohol or of strong emotions, 
in hope and fear, the suggestibility is 
re-enforced. Professor Munsterberg 
then enumerates the causes which arouse 
or increase the suggestibility of the 
American public: 

(1) The highly 
financial fakirs, more 
abroad. 

(2) The habit of making risky investments 
is so wide-spread that the individual buyer 


advertising of 
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does not feel himself isolated, but a member 
of a class; and “It is well known that every 
member of a crowd stands intellectually and 
morally on a lower level than he would stand 
if left to his spontaneous impulses and his own 
reflections.” 

(3) The investor often feels obliged to 
grasp for an unusually high income in order 
to live up to the style of his set. 

(4) Superficial thinking and loose and 
flabby use of the reasoning power are un- 
doubtedly characteristic of modern American 
life. 

(5) Teachers and ministers form a favorite 
class of victims. “Their mistake springs from 
their ignorance of actual conditions. They 
think they can figure it out by mere logic and 
overlook the hard realities.” 

(6) Another group is found in the over- 
clever people who feel sure that “they see 
some points which no one else has discov- 
ered,” but really “overlook important condi- 
tions which the simpler minded would have 
seen. 

(7) Lack of respect for the expert is an 
\merican trait. In the earlier history of this 
country the average American had to be his 
own expert in almost every field, but now 
“the go-as-you-please rth an of the amateur 
have shown increasingly their ineffectiveness.” 
Many buyers “make their investments in ac- 
cordance with their own amateurish inspira- 
tion,” 

It is then, after all, no chance that this com- 
mercially clever American nation wastes more 
in anti-economic fabrics than any other people 
on the globe. It is the outcome of psycho- 
logical traits which are rooted in significant 
conditions of our educational and social life. 
Yet as soon as these conditions are recog- 
nized, and these reasons for waste are under- 
stood, it ought not to be difficult fundamen- 
tally to change all this and to make the savings 
of the nation everywhere really sources of 
national income. 


A French Economist 

Tells Us Some Things 

We Knew Before. 
T’S a relief to learn that the feverish 

search for a “Financial Barometer” 

or index to the markets isn’t confined to 
the United States. Charles Mourre, a 
French economist, starts out in the 
Journal of the Statistical Society of 
Paris to discover “Portents of Commer- 
cial Crises.” He examines commodity 
prices, stock exchange prices, foreign 
trade, etc., but finds that for the United 
States the price of commercial paper is 
the “true barometer.” 

That is, the rate for commercial paper 
in this country is the nearest thing we 
have to the official discount rates estab- 
lished by the foreign government banks: 


257 


Since there does not exist in the United 
States a large central bank operating not only 
for New York, but throughout the country by 
means of numerous branches, and publishing 
statements weekly, the rate of commercial 
paper for New York, necessarily regulating 
that of the whole United States, is a better 
indication of the money situation. This 
barometer of commerce, besides being very 
exact, has the great advantage of extreme 
simplicity. The great majority of business 
men are neither economists nor statisticians, 
and they need at hand a means of credit which 
shall be both immediate and easy to use. 


He then discusses in detail the com- 
mercial paper rate in this country for the 
last ten years or more—all of which he 


could have found worked out for him in 
this magazine, volume 7, page 246, issue 
for April, 1911. 


Will Congress Exile The 
Humble Cotton Bale? 


"THE proposed tax on trading in cotton 
futures would simply exile the cot- 
ton business to Liverpool. This would 
result in increasing the cost of handling 
cotton in America, and the increase 
would have to come out of the farmer. 
This looks as simple as A B C to any- 
body who understands how cotton is 
handled and the place in the scheme of 
things that is held by the New York and 
New Orleans Cotton Exchanges. But 
will Congress see it? That’s another 
story. Southern cotton growers, having 
frequently lost money speculating in 
futures, have come to entertain an abso- 
lutely unreasonable prejudice against the 
Cotton Exchange and the “money 
sharks of Wall Street”—and the Con- 
gressmen have their ears to the ground 
of their home districts. 


The Wall Street Journal drops the fol- 
lowing pearls of wisdom on the subject : 


If the Liverpool Cotton Exchange were as 
unscrupulous as politicians charge that all ex- 
changes are, it would send over a large lobby 
fund to secure the passing of the tax on cotton 
futures. 

If the amendment to the tariff act taxing 
transactions in cotton futures goes through, 
the cotton grower may well pray to be saved 
from his friends. He will pay the bill; and 
the fact that the law will put a number of 
cotton brokers in New Orleans and New York 
out of business will not make his burden any 
lighter. Nor will it reduce speculation in cot- 
ton. It will simply make Liverpool a present 
of the American business in the staple, and 
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will leave the grower here with no home 
market on which to base his sales. 

The farmer in Germany thought he wanted 
to have short selling and speculation in 
futures stopped, and the gods inflicted upon 
him their severest punishment. They gave 
him his heart's desire. 

That law was repealed in 1908, because with 
the free speculative market destroyed, the re- 
maining business concentrated in the hands of 
a few dealers, who paid the farmer what they 
chose, because they could do business in the 
foreign markets, and he could not. In spite 
of the advance in all commodity prices the 
German farmer found he was actually getting 
less than he had received in the old days of 
speculation. 


Puts and Calls Again 
On Top In Chicago. 
YEARS ago, in a time of granger agi- 
tation, the State of Illinois passed a 
law making it illegal to trade in puts and 
calls. At the time the only practical re- 
sult was that the members of the Board 
of Trade went out on the curb to trade in 
puts and calls instead of doing it inside. 
Nobody took any interest in the enforce- 
ment of the law and it became a dead 
letter. 

At length, however, the Board of 
Trade became more sensitive to public 
opinion. Also, it wanted to prosecute 
the bucketshops, and wanted to start the 
job with clean hands. So the trade in 
puts and calls was discontinued. Later 
there were many efforts to circumnavi- 
gate “the law by calling these privileges 
“ups and downs,” etc., but none of these 
attempts were successful. Then Board 
of Trade interests tried to get the law re- 
pealed, but until this year the matter 
never could be brought to a head, largely 
owing to lack of interest in the subject 
by legislators. 

A bill restoring the put and call trade 
has now become a law, as explained in 
the following extract from Commercial 
West: 


The puts and calls bill became a law last 
midnight by the failure of Governor Dunne 
to either sign or to veto the bill. 

The law restores the old-time custom of 
permitting the trading in puts and calls on the 
Chicago Board of Trade. 

Governor Dunne apparently took no ground 
either way and permitted the responsibility 
for the law to rest upon the members of the 
general assembly. 
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“A Rose Bush In The 
Lord’s Garden—” 
OHN D. ROCKEFELLER celebrated 
his seventy-fourth birthday recently 
by playing his customary game of golf. 
His pastor not long ago referred to him 
in the course of a sermon as “a rosebush 
in the Lord’s garden.” <A _ well-known 
Wall Street man on being told this re- 
marked, 

“I hardly know how to take that. Is 
Mr. Rockefeller a sweet character, or 
does every one who comes in contact 
with him get stuck?” 

The Boston News Bureau quotes a 
leading trader in oil stocks as follows: 

“John D. Rockefeller today looks at every- 
thing through a mathematical glass. He 
never says, ‘I note a group of individuals 
standing on the street corner.’ He says: 
‘There are seven men standing on that cor- 
ner. ‘How attractive those four young 
ladies that just passed by.’ Never a group or 
party, always the mathematics. If you visit 
his place and admire his gardens it is not the 
color or the art that pleases him as you note 
it. It is the symmetry or harmony, the bal- 
ance, in fact, it is the mathematics of the 
whole equation in the garden that interests 
him. 

“Singular as it may appear, I believe. the 
Standard Oil officials generally have refrained 
from active speculation in Standard Oil and 
sub-divisions. This has enabled outside 
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people to make many thousands of dollars in 
trading in the fractions. 

“There is a theory at 26 Broadway that 
some time in the future it will be a criminal 
offence for a president, a director, or an offi- 
cial, of a company to be a speculator in the 
shares of the concern with which he is 
connected.” 


The New Currency Bill Is 
Still In The Melting Pot. 


jt is still too early to attempt to form 
any final opinion on the effects of the 
new Banking and Currency Bill, as it is 
being amended from day to day and its 
form may have changed considerably by 
the time it is passed. It seems assured, 
however, that it will be passed, in some 
form or other. 
Bankers’ comments so far have been 
varied, as might be expected: 


Walter E. Frew, President of Corn Ex- 
change Bank, New York, says: The Gov- 
ernment is practically going into the banking 
business with private capital. It decides the 
rates of interest for discounts at the reserve 
banks; transfers deposits made by the banks 
in these reserve banks to any part of the coun- 
try they choose, without permission of the 
local management ; favors every kind of specu- 
lation except in stocks and bonds, and may 
force each reserve bank to be the clearing 
house for its shareholding banks. 

Its reserve requirements are liable to so dis- 
arrange existing conditions that the theorists 
who framed this bill may have a practical 
object lesson in banking which will better pre- 
pare them to treat this subject as it should 
be treated. But this object lesson, if it should 
occur, might be very expensive to the public. 

James B. Forgan, the Chicago banker: 
Should the measure become law the national 
banks would have the following alternatives: 
First, within one year they could accept the 
terms of the measure and decide to continue 
in the system. Second, should they decide not 
to accept the terms within the time named 
they will be dissolved, unless, third, they de- 
cide to withdraw from the national system and 
take out State charters. There will probably 
be such a difference of opinion among them 
that some portion of them would accept each 
of these alternatives. 

David R. Forgan, Chicago: Curtailment 
of credit that will follow enactment of such 
a law will prove most disastrous, and if the 
process of reaching this conclusion were not 
spread over a period of 26 months, according 
to terms of the bill, it would cause a panic. 


Would The Bill Result 
In Dangerous Inflation? 


BANKERS generally, however, com- 
mend many of the provisions of the 
bill. 


The question of its effect seems to 
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hang largely on whether the national 
banks join the plan or not. If they 
should refuse to do so and should take 
out State charters instead, a serious cur- 
tailment of credit would result. If they 
should enter into the plan, nothing but 
the discretion of the Federal Reserve 
Board would stand between the country 
and an inflated currency. This board is 
authorized to permit an issue of $500,- 
000,000 “Federal Reserve treasury notes” 
on application by Federal Reserve Banks, 
and each bank “shall pay such rate of in- 
terest” on these notes “as may be estab- 
lished by the Federal Reserve Board.” 

The question is, Would this board, 
essentially political in its make-up, have 
the moral courage to raise the rate of 
interest high enough to prevent inflation? 
Once such notes had gone out into gen- 
eral circulation, the process of retirement 
would be a slow one, even if a high 
rate of interest on them were charged 
the issuing bank. This fact would seri- 
ously interfere with elasticity. As W. C. 
Cornwell says: 

Is such an instrument, lo 
curity, to retire of its own volition? 
it will never come in for cancellation. _ 

There is perhaps one hope of making it 
elastic. That is, to have the name of the 
regional reserve bank which issues it printed 
on its face. Then whenever the note is de- 
posited in any other of the district banks, 
make it imperative that it shall be sent back 
to the issuing bank for redemption and can- 
cellation. That it is deposited in a bank is 
a sign that it has done its work as currency. 
Let this be the signal for its immediate death. 

And ex-Congressman Charles N. 
Fowler, an expert on banking matters, 
asks these very pertinent questions : 

President Wilson’s scheme is to charge a 
high rate of interest for his new form of cur- 
rency, or tax it so high that it will be returned 
for the purpose of evading the tax. Have the 
foliowing facts occurred to him while he was 
framing this bill? (1) That whatever interest 
is charged or tax is imposed must be paid by 
the farmers of the United States for the use 
of an absolutely necessary tool with which 
to gather their crops. (2) That when these 
expensive tools are once out they will go into 
the reserve of all the State banks and trust 
companies, 20,000 of them in number; into the 
cash boxes of all the stores and shops, hun- 
dreds of thousands of them in number, and 
also into the pockets of 25,000,000 or 30,000,000 
people, and that it will not be within the power 
of the proposed federal reserve bank, which 
bought them and put them into circulation, to 
return the notes that have gone out of their 
hands and beyond their control. 


overloaded with se- 
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N the announcement of provisions of 
the Glass-Owen Currency Bill, as 
made the other day at Washington, 

the following paragraph appears: “The 
presumed effect of this plan will be to 
end the placing of reserve with central 
reserve city banks for use in stock 
market operations, to keep reserves in 
some measure at home, and to require 
speculators to get the funds they need 
in their operations either by directly bor- 
rowing them from persons who hold 
them and want to lend the cash for that 
purpose, or else by borrowing from the 
banks in the places where the operations 
are to be carried on.” 

It would seem, if the expectations of 
those who framed the bill are realized, 
that its passage would involve the stock 
markets at New York and secondary 
centers in extensive liquidation. 

Through the natural development of 
business, the great banks of the central 
reserve cities have gradually accumu- 
lated a vast amount of deposits repre- 
senting the reserves and ready assets of 
the country banks. By legislative enact- 
ment it is proposed to arbitrarily direct 
these funds into a new reservoir and to 
use them for different purposes. That 
being the case, it is incumbent upon all 
who are interested in securities to study 
the probable effect of the working of this 
part of the new program. 

With reference to the whole plan for 
revision of the banking and currency sys- 
tem, it is assumed by some that the 
Government can go ahead with the most 
radical proposals if it wishes to do so 
and enact provisions to which the 
bankers are entirely opposed. But that, 
assuredly, is a mistaken notion. If the 
regulations and provisions governing the 
operations of the new system are not 
such as to command the support of the 
banks, the new ‘system will likely be a 
failure in spite of all that the administra- 
tion can do. 


In order to get some light on the ques- 
tion of the probable effect on the stock 
markets, let us then consider first the 
position of the average country bank 
under the proposed law and then the 
position of the big reserve agent at New 
York or Chicago. 

I have before me the statement of a 
national bank in New York State with 
capital $100,000; surplus, $30,000; un- 
divided profits, $10,000; circulation, 
$100,000; individual deposits, $530,000; 
Government deposits $2,200. The loans, 
discounts and overdrafts are $300,000; 
United States bonds (for circulation), 
$100,000; other bonds, investments and 
real estate, $290,000; due from banks, 
exchange and other cash items, $55,000: 
lawful money, $28,000. Total assets 
amount to $773,000. 

Under present conditions this bank is 
required to carry a reserve of 15 p. c. 
of its liabilities. Taking them at $530,- 
000 the reserve requirement is $79,500. 
The bank may keep 60 per cent. of this 
reserve, or 9 per cent. of its liabilities, 
with reserve agents in New York or 
Albany; and it is required to keep 40 
per cent. of the reserve, or 6 per cent. 
of liabilities as cash in vault. That 
makes $47,700 on deposit with reserve 
agents, probably drawing 2 per cent. 
interest; and $31,800 in cash at home. 
That is just about as the actual statement 
shows. 

Next take this bank under the Glass- 
Owen bill. First, take it as regards re- 
serve requirements. Originally it was 
proposed that the country bank’s reserve 
should consist of 15 per cent. of liabilities 
—five per cent. to be lodged with the 
newly created regional bank; five per 
cent. in cash at home; and five per cent. 
either cash at home or on deposit with 
regional bank. But subsequently the 
terms were amended so as to require the 
bank to carry five per cent. with the 
regional bank; five per cent. in cash; and 
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the remaining five per cent. might be 
carried on deposit with reserve agents as 
at present constituted. Three years are 
allowed in which to complete the change. 

The best arrangement the bank could 
then make would be to carry five per 
cent. of its liabilities or $26,500, in cash; 
another $26,500 with the regional bank 
in New York; and a third sum of $26,- 
500 with the national bank depository, 
probably in New York. 

The total amount figuring as reserve 
is the same as before; and there would 
be no necessity for changing the other 
investments of the bank on this account. 
However, under the new plan $53,000 
of the reserves produce no revenue, as 
against $31,800 producing no revenue 
under present conditions. At present the 
bank presumably gets 2 per cent. on 
$47,700 carried with the New York de- 
pository; and with the new system in 
operation it would get 2 per cent. on 
$26,500 so carried. The apparent loss is 
$414 per year. 

The next ‘point is that the country 
bank .is required to subscribe for stock 


in the regional bank to the extent of 20 


per cent. of its own capital. In this case 
the capital is $100,000, so the bank 
would be obliged to take $20,000 stock 
of the regional bank. One-half of the 
subscription is to be paid in cash; the 
other half is subject to call. 

As the country bank in this case holds 
a considerable amount of investment 
bonds, probably it would sell enough of 
them to raise the $10,000 required for 
payment on the stock. Perhaps it has 
been getting 5 per cent. on the bonds 
which are to be sold. 

What it will get on the stock of the 
Federal reserve bank cannot be foretold. 
The stock is to be limited to a 5 per cent. 
cumulative dividend. Probably it will 
make that and something over. Con- 
sidering the large amount of free money 
which the regional banks will have, it 
should be a safe enough assumption that 
they can pay 5 per cent. on the stock 
from the beginning. 

Then it is to be noted that the coun- 
try bank will probably lose its Govern- 
ment deposit—$2,200. That would mean 
the sale of the Government or other 
bonds lodged as security therefor. And 
perhaps ultimately the $100,000 of note 
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circulation will be retired, thus necessi- 
tating the sale or realization of $100,000 
more of Government bonds. Even if the 
hank got 3 per cent. instead of 2 per 
cent. on these Government bonds it 
would not care to keep them if not avail- 
able for note circulation purposes. 

So far all the changes considered are 
in the direction of liquidation and loss 
of revenue in case of the country bank. 
There are others, however, which should 
minister decidedly to its advantage. 

The regional bank stands ready to re- 
discount the short date commercial paper 
which the country bank holds. There is 
every reason to expect that the rates ap- 
plying to such re-discounts will be some- 
what lower than the rates usually 
charged by reserve agents and central 
city correspondents under present con- 
ditions. 

This re-discounting of commercial 
paper might be made a source of con- 
siderable revenue for the country bank. 
Also it should increase its power to take 
care of the financial needs of its com- 
munity. And—another important con- 
sideration—the country banker might 
feel reasonably confident of getting his 
reserve money on demand from the 
regional bank in a panic or crisis. There 
would not be the same danger of his re- 
serve being locked in, so to speak, by a 
suspension of cash payments. 

On the whole, therefore, the country 
banker can afford to view the proposed 
changes with comparatively little anxiety 
or alarm. His gains may be quite equal 
to his losses; they may over-balance the 
losses. 

3ut it only needs a little consideration 
to perceive that the big bank in New 
York or Chicago, which has been acting 
as reserve agent for hundreds of country 
banks, is obliged to take the Adminis- 
tration’s banking and currency plan as a 
very serious matter. For instance, J. B. 
Forgan told the Banking and Commerce 
Committee of the Canadian House of 
Commons, in April, this year, that the 
First National of Chicago carries the ac- 
counts of 1,500 country banks and that 
half of the deposits of the bank are rep- 
resented in these accounts. 

The Continental and Commercial of 
Chicago has a larger amount of country 
bank deposits than the First National; 
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and the great banks of New York and ing circumstances. 


Boston also hold enormous amounts of 
balances representing the reserves of 
country banks. 

Take the National City Bank of New 
York for example. Its statement of 
April 4, 1913, showed: “Due other 
national banks, $48,510,426” ; “Due state 
banks and bankers, $19,146,667”; “Due 
trust companies and savings banks, $22,- 
049,150.” 

Now all national banks are compelled 
to join the new system. And unless they 
gave up their national charters and 
entered the state systems these national 
banks carrying accounts with the 
National City would be obliged to main- 
tain a balance at the regional bank equal 
to five per cent. of their liabilities. 

We have seen that because of this 
stipulation the particular country bank 
referred to at the beginning of this 
article reduced its balance with the 
national bank acting as its reserve agent 
front $47,000 to $26,000. That reduc- 
tion amounts to about 45 per cent. 

So assuming that the national banks 
keeping accounts with the National City 
transferred 40 per cent. of their balances 
to the regional bank, the National City’s 
deposits would fall more than $19,000,- 
000 as a result of the movement. Then 
if any of the state banks keeping ac- 
counts with this big New York institu- 
tion decided to join the new system, their 
balances would fall also. 

This is what may happen in the case 
of just one bank. Taking all the big re- 
serve agents it will be seen that the pos- 
sible loss of resources may reach a very 
large total; and their operations would 
perhaps be profoundly affected thereby, 
even though the transfer is spread over 
three years. 

Then these big banks have large capi- 
tal. The National City of New York, for 
instance, has $25,000,000. It would have 
to take $5,000,000 stock in the regional 
—_ and pay in $2,500,000 cash there- 

or. 

All this apparently points to liquida- 
tion of the big banks’ assets, which as 
everybody knows consist largely of loans 
on collateral. Another point is that the 
regional bank may be a strong competi- 
tor in the exchange market. 

However, even here there are mitigat- 
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The big city banks 
will be able to re-discount commercial 
paper on a large scale (if they have it 
to re-discount). They will be relieved to 
a considerable extent from the task of 
finding the currency required by the in- 
terior banks in the crop moving season. 
(Presumably that need will be supplied 
through issues of the Federal reserve 
notes.) And they will be able to accept 
bills drawn from abroad against imports. 
This last is quite an important privilege ; 
and in time it may develop in a large 
way. 

There are various other resources open 
to them. They may develop their for- 
eign business through establishing 
branches abroad. The men at the head 
of these great banks represent the best 
banking talent of the country. And it 
is safe to say that they will use every 
endeavor to safeguard the interests of 
their stockholders and of their borrowers. 
These efforts or endeavors may have a 
great deal more success than the invest- 
ment markets, in their present pessi- 
mistic mood, are willing to admit is 
possible. 

When one undertakes to state more 
definitely the possible effect of the new 
plan on the New York banks and on the 
security market he is almost over- 
whelmed with the complications that 
ensue. It would seem, however, that the 
prospective dislocation of such a large 
mass of loans on collateral must have 
some tendency to push interest rates up. 

Naturally one would think that se- 
curities*would fall—the presumption be- 
ing that further liquidation would be 
necessary. But the fall in prices has 
been severe already, and expectations of 
further declines might not be realized. 
At any rate the passage of the banking 
bill in its present form is not yet certain, 
and probably it is not yet a market 
factor. 

The natural inference, so far as the 
New York banks are concerned, is that 
the prospective loss of deposits may re- 
duce their profits and their capacity for 
financing new security flotations. But on 
the other hand, they may succeed in in- 
creasing their resources, apart from the 
country bank deposits, to such an extent 
as to offset the drain to the regional 
banks. 

















The Art of 
Interpreting Financial Conditions 


By G. C. SELDEN 








[In issues of this magazine from October, 1912, to May, 1913, inclusive, appeared a 
very suggestive series of articles by Lawrence Chamberlain, covering the purpose, ma- 


terials and method of “Forecasting Business Conditions.” 


The present series will, in a 


sense, begin where Mr. Chamberlain left off and will discuss the interpretation of the 
business and investment situation, as revealed in current statistics. 
Mr. Selden is qualified for this work b long and varied training. He has been 


Schiff Fellow of Political Economy and 


inance at Columbia University; editorial 


statistician in the Census Department at Washington; contributor to various scientific 


periodicals; lecturer at New York Finance Forum, etc. 
tical Wall Street experience, and is the author of two books, “Psychology of the 


Trac- 


In addition, he has had a 
tock 


Market”—which, as the Political Science Quarterly A it, “breaks ground in a new 


field”—and “Investing for Profit,” now in press. 


e is well known to most of our 


readers, having been Associate Editor of this magazine since 1909.—Editor.] 


I—Major and Minor Cycles 


ITHIN the last hatf dozen years 
W a great deal of progress has 
been made in the study of 
financial and _ business _ conditions. 
Knowledge that was formerly the more 
or less exclusive property of leading 
bankers’ and trained investment ex- 
perts has been made available for a 
much wider circle of readers and 
thinkers. 

This circle is constantly widening. 
Every year a new group of business 
men, investors and students is reached. 
The impulse to investigate, to know 
rather than to guess, arouses more 
and more persons who have previously 
given the question of interpreting 
financial conditions little if any atten- 
tion. 

It would be hard to over-estimate the 
importance of this gradual spread of 
the scientific spirit as applied to finance 
and business—for that, in essence, is 
what it is. It is not only of the highest 
practical use to those individuals who 
are directly reached, but it is of indirect 
value to the community as a whole, be- 
cause it makes for more intelligent and 
far-sighted handling of business and 
of money, and thus for the avoidance of 
extremes. 

Both unjustified enthusiasm and un- 
warranted depression are always tem- 
pered by actual knowledge, based on 
a sound understanding of facts. The 


boom and the panic are in the end 
equally injurious. 
THE CYCLE 

All of the various popular systems of 
distributing this kind of financial in- 
formation are based, to a greater or 
less degree, on the theory of “cycles” 
of alternate prosperity and depression. 
Even though the term cycle may not be 
used, that is nevertheless the funda- 
mental idea underlying the analyses 
presented. 

These cycles are comonly divided 
into two classes. “There are major 
cycles of about twenty years’ duration, 
and also minor cycles of about five 
years’ duration,” says a popular writer 
on this subject. And the great effort 
of these statistical analysts is to pre- 
dict successfully the course of the 
minor cycles. 

As to the existence of “major” cycles 
of trade activity and depression there 
can be no doubt, though there is great 
irregularity in their length. They have 
been observed in all commercial nations 
for nearly two hundred years and nu- 
merous books have been written about 
them. They are usually marked off by 
“major panics” occurring at the end of 
each cycle, and are likely to be punctu- 
ated by one or more smaller panics, 
which generally come in the latter half 
of the major cycle. 

These “panics of the first class” have 
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occurred in the United States in the 
following years: 1819, 1837, 1857, 1873, 
1893. It is still a matter of dispute 
whether 1907 should be considered a 
major or a minor panic. If it is con- 
sidered a major panic, then the dura- 
tion of the cycles has been as follows: 
18 years, 20 years, 16 years, 20 years, 
14 years. 

It will at once be seen that the mere 
element of time alone will not tell us 
when even the major panics are due, 
to say nothing of the minor panics, 
which have been still more irregular. 
Since 1893, minor cycles have occurred 
about as follows: 1893-6, 1896-1900, 
1900-3, 1903-7, 1907-10, 1910-? 

The year 1893 was a major panic, and 
1896 was a sort of secondary liquida- 
tion, largely the result of danger to the 
gold standard of money. As the major 
cycle progressed, the minor panics be- 
came more and more severe. In 1900 
nothing more serious occurred than a 
brief reaction in trade and in the stock 
market, without anything approaching 
panic conditions. In 1901 a real stock 
market panic came as a result of the 
Northern Pacific corner, but trade was 
not affected. 

A minor panic occurred in 1903, 
with dullness in those lines of trade 
which are most dependent on new con- 
struction; while 1907 brought a crisis 
so severe that it cannot yet be deter- 
mined whether it should be classified 
as major or minor. In 1910 we had 
nothing worse than a sharp break in 
stocks followed by a moderate dullness 
in general trade. 

It is plain, even from the above briet 
outline, that the successful prediction 
of the course and development of the 
minor cycle becomes a complicated 
matter. In the autumn of 1910, for ex- 
ample, there was a sharp decline in 
stocks and some recession in trade. 
How were we to decide whether we 
were approaching the end of the major 
cycle, and must therefore prepare for 
a still more prolonged period of falling 
prices, or whether we were at the end 
of a minor cycle, with another minor 
cycle to occur before the end of the 
major cycle; or whether the major 
cycle had ended in 1907, so that 1910 
represented merely an important reac- 
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tion in a broad, general upward move- 
ment? 

It is true that indications as to our 
approximate position in the minor 
cycle were not wanting at that time. 
It is also true that conditions were 
then more confused than usual, so that 
the date selected is not really a fair 
one for a test of the cycle theory. But 
in spite of these facts we must admit 
that a high degree of discrimination 
was needed to form a correct opinion. 

I believe that experience proves, and 
we may therefore safely lay down the 
broad proposition that no sort of 
“Barometer” or “Forecaster” can be 
constructed that will predict the course 
of the minor cycle. Any such forecast 
might be upset by new developments 

for example, a war with Japan, or a 
general European war, or an unprece- 
dented crop failure, new banking laws 
permitting a big inflation of the cur- 
rency, or other factors which cannot 
be reduced to figures, graphics or plots. 
lt is always necessary to interpret the 
situation by a penetrating examination 
of the statistics available; and that is 
why I have selected the title “/nterpret- 
ing Financial Conditions.” 


THE EXPERIMENTAL STAGE. 


It must be clearly understood that 
we are still in the experimental stage 
in the art of interpreting business and 
investment conditions from statistics. 
In fact, a leading exponent of these 
methods recently stated that “definite 
conclusions can be reached only after 
ten or twenty more years of experi- 
ence.” ' 

Even the accurate compilation of the 
figures themselves is of quite recent 
date. The existence of the Census 
Department at Washington as a per- 
manent bureau practically dates from 
1900, as the temporary organization 
then created was made permanent be- 
fore its work was finished. The statis- 
tics furnished by previous censuses 
must all be taken with more than a 
grain of allowance. Even the simplest 
work of all, the count of population 
the original purpose for which the 
decennial census was established—was 
notoriously incomplete in 1890. And 
in preceding censuses methods of class 
ification and of compilation differed so 
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widely that it is dangerous to attempt 
to draw accurate conclusions from the 
figures. 

For example, scarcely anything is 
more important than the amount of 
gold coin in circulation, since gold is 
the base upon which the entire struc- 
ture of our currency and credit rests. 
Yet as late as 1907 the government 
made a reduction of $135,000,000 in its 
estimate of gold coin in circulation. 
We must admit that $135,000,000 is a 
considerable error in bookkeeping. Yet 
it enters into all our figures of gold 
supply and of money in circulation per 
capita for some years preceding 1907, 
just how long it would be useless to 
guess, 

Taking figures from another source, 
we find that up to 1910 inter-company 
orders were included in the unfilled 
order statement given out every three 
months by the United States Steel Cor- 
poration. By inter-company orders is 
meant the orders placed by one sub- 
company of the corporation to be filled 
by another sub-company. Such orders 
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70 MINOR CYCLES SINCE 1892 
as shown by the fluctuations 
3 A . of railroad stocks, 
6 7 It will be noticed that the decline 
/ of 1900 amounted to a mere reaction 


in the stock market. General business 


somewhat greater relaxation. 


must have been of very large volume, 
but even the officers of the corporation 
could now give only a very rough guess 
as to their actual size. 

Fortunately these are extreme ex- 
amples. In the main we now have 
available fairly accurate and depend- 
able figures covering, directly or indi- 
rectly, all the most important depart- 
ments of business and finance and ex- 
tending back from five to twenty-five 
years. These figures afford a reason- 
ably solid basis to work on, and as 
might naturally be expected, many 
wide-awake minds have been working 
on it. 

When we come to consider the ac- 
tual achievements of these wide-awake 
minds we are still more impressed with 
the truth of the statement that the art 
of interpretation is as yet in the ex- 
perimental stage. It is not at all un 
common for those who pose as high 
authorities to reach directly opposite 
conclusions, in spite of the fact that 
their reasoning must always be based 
on substantially the same foundation 






















THE MAGAZINE OF WALL STREET. 


of available statistics. And there is 
much hair-pulling among them about 
the proper methods of constructing 
“composite charts,” allowing for ‘sea- 
sonal deviations,” establishing a “line 
of growth,” the relative advantages of 
the “area method” and the “line 
method,” etc. 

In a multitude of counsel there is 
wisdom, and disputation of this sort 
marks the growth of any science. Out 
of various opinions the truth will 
emerge. 

In any event, the importance of 
studying financial and business statis- 
tics has been absolutely demonstrated. 
The depreciation and contumely for- 
merly encountered by the statistician, 
who was commonly reputed to be “al- 
ways wrong,” has mostly disappeared. 
We are all ready to admit that there is 
“something in it,” even though present 
methods have not yet been fully per- 
fected. 

EXAGGERATION IS COMMON. 

It is entirely natural that every man 
should over-estimate the importance of 
his own hobby. One who has spent a 
good part of his life in the study of 
statistical interpretation is likely to 
place too much emphasis on the results 
he has attained. 

We may therefore easily pardon 
those rosy estimates in which we are 
told how much money the man would 
have made who bought good stocks at 
the bottom of every panic and sold at 
the top of every boom for the last twen- 


ty years. It would indeed be unkind 
for the creators of this mythical gen- 
tleman to leave him with less than a 
million, and they are often still more 
liberal with him. 

The important fact, however, is that 
the business man who has even a mod- 
erate knowledge of the art of inter- 
preting financial conditions, is at a 
great advantage as compared with the 
man who knows nothing about it. Af- 
ter making all due allowances for the 
imperfection of statistics and for dis- 
agreements as to the methods of using 
the figures after they are obtained, the 
subject is one of such importance that 
no investor or business man of the 
present day can afford to be ignorant 
of it. Nor, it may be added, can he 


afford to depend entirely upon others 
to form his opinions for him. He needs 
at least a thorough understanding of 
the principles on which others’ interpre- 
tations are based. 

Over ten years ago Senator Theodore 
surton, the author of “Crises and De- 


pressions,” said: “A study of past dis- 
turbances leads to the conviction that 
no severe depression has occurred 
which was not preceded by loud warn- 
ings.” 

The warnings are certainly a good 
deal louder now than they were ten 
years ago, and a good deal more nu- 
merous; and the starting signal for 
a period of prosperity is just as easily 
heard as the danger gong which pre- 
cedes a depression. 

(To be continued.) 
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A Review of the Cotton Situation 


By THOMAS SINCLAIR, Author of “Cotton Statistics.”’ 











ing between 11.25 and 11.50 cents 

per pound for new crop deliveries 
for a long time, owing to the lack of 
any important feature to encourage 
speculation. The bulls have had little 
inducement to buy the fall months in 
face of favorable weather news from the 
South, while the demand from spinners 
has increased on every important decline 
and has been sufficiently large to check 
bear operations. 

Owing to the small stock held in New 
York, the near deliveries have been 
manipulated, and this feature has also put 
a damper for the time being on extended 
speculation. 

The supply—visible and invisible—is 
less than last year, but there is no scarcity 
of cotton except of certain grades, and 
spinners appear to have bought enough 
to last them until the new crop moves 
to market. 

The outstanding feature of the whole 
situation, however, is the continued enor- 
mous consumption. The large crop of 
1911-12 (16,138,000 bales) enabled the 
trade to accumulate ample supplies and 
make contracts for very distant delivery 
of manufactured goods. This present 
crop—which promises to total around 
13,850,000 bales—would, under ordinary 
circumstances, have been more than 
enough to satisfy trade demands had not 
the consumption, engendered by the 
previous large crop, continued on a phe- 
nomenal scale. 

The census figures to June 30 last show 
a consumption in the United States of 
4,834,000 bales for the ten months end- 
ing that date. For the whole of last 
season, ending August 31, 1912, the 
consumption in the United States of do- 
mestic and foreign cotton amounted to 
5,368,000 bales. At the present rate the 
indications are that this season’s figures, 
ending August 31 next, will reach a total 
of 5,750,000 bales, or nearly 400,000 
bales more than last year, which was a 
record up to that time. And this, be it 


T: price of cotton has been hover- 


remembered, in face of a tariff revision. 


Consumption in Great Britain is also 
large, spinners having taken very little 
less than last season, but the Continent 
will show some decrease, owing to dis- 
turbed trade conditions. There is no 
doubt, however, that in the latter case 
spinners have been using up some of 
their enormous invisible supply. Alto- 
gether the world’s consumption of Amer- 
ican cotton for the season ending August 
31, may total over 14,500,000 bales. 

Some indication of the expansion of 
the industry is shown by the increase 
during the last few years in the number 
of spindles. It is estimated that next 
season will open with an enormous total 
of 145,000,000 spindles ready for opera- 
tion the world over. Three years:ago the 
total was under 140,000,000. 

A period of time of about six months 
is occupied by the progress of cotton in 
its raw state to the finished manufactured 
article. Consequently, a large reserve 
stock must be held by spinners to protect 
their outstanding contracts and keep 
their mills going. With 145,000,000 

spindles in operation, it can readily be 
seen that more cotton must be in the 
visible and invisible supply than former- 
ly. That is to say, this supply may ap- 
pear to be relatively large in comparison 
with previous years, but may not be so 
in reality, owing to the expansion of 
trade all over the world. 

For example, a visible supply of Amer- 
ican cotton on August 31 next of 1,300,- 
000 bales will barely be sufficient for five 
weeks’ consumption at this season’s aver- 
age rate. 

With a visible supply on August 31 
next equal to last season, and the invisible 
supply considerably less than last season, 
the importance of the growing crop to 
the trade cannot be overestimated. This 
is clearly demonstrated by the stability 
of prices in face of many adverse in- 
fluences, such as the Balkan war, tariff 
revision and general financial unrest. 

The plant is now reaching maturity 
and the weather news is all important. 
Up to this time of writing the indications 
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are for a larger crop than last year. The 
government’s preliminary estimate of the 
average planted is 35,622,000 acres 
against 34,766,000 last year and 36,681,- 
000 in 1911, which was the highest on 
record. The condition report of the crop 
as of June 25 (81.8) was considered 
favorable by the trade, but since then 
private reports of boll weevil damage, 
lack of moisture, especially in western 
Texas, irregular stands and a backward 
state generally have caused some uneasi- 
ness, and should the next government 
report of August 31, showing the condi- 
tion as of July 25, confirm these re- 


“INTO SIGHT” 


Commercial crops of American cotton for each season ending August 31. 


1910-11. 
209,000 


1,853,000 
273,000 
924,000 


1911-12. 
738, 


Louisiana 

Oklahoma 

Mississippi 

North Carolina, etc.*.... 1,194 
South Carolina 1, 
Tennessee, GEN 6 Satins. 


ports, bull speculation and trade buying 
will force an advance in the new crop 
options. 

For comparison's sake the commercial 
crops and spinners’ takings of American 
cotton, together with the estimated con- 
sumption and high and low prices of 
futures in New York market are ap- 
pended. 

As previously stated, the “Into Sight” 
Movement to August 31 next points to 
a total of 13,850,000 bales; spinners’ 
takings may exceed this figure, while the 
actual consumption will be over 14,500,- 
000 bales. 


MOVEMENT. 

“Hester’s Figures.” 
1906-07. 
1,289,000 


940,000 
65,000 


1909-10. 1907-08. 
1,078,000 


718,000 
66,000 
1,927,000 
282,000 


2,676,000 2,221,000 





Total crop, bales...... 16,138,000 


*Including Kentucky and Virginia. 
tIneluding Missouri, 


“OUT OF 


SIGHT” MOVEMENT 


Spinners’ takings of American cotton for each season ending August 


10,610,000 11,572,000 13,511,000 


Arizona, California, Kansas and New Mexico. 


AND PRICES. 


31. 


“Hester’s Figures.” 


1911-12. 


U. S. Mills, North 

U. S. Mills, South 
Canadian Mills 

Mexican Mills 

Japanese and Chinese Mills 
Great Britain Mills 


16,000 
515,000 
,009,000 
Continent of mare 2 Mills 5,407,000 
East Indian Mills. . 82,000 


1910-11. 
1,994,000 


4,142,000 


1906-07. 
2,526,000 
2,439,000 

— 000 
1,000 


255,000 
3,353,000 


1907-08. 

1,897,000 

2'193,000 
114,000 


1909-10. 1908-09. 


1,994,000 
2,341,000 
124,000 
19,000 
96,000 
2,954,000 
3,746,000 





Total distribution 15,585,000 


12,134,000 


11,274,000 13,314,000 11,947,000 





Estimated actual con- 


sumption 


14,515,000 


12,054,000 


11,774,000 13,157,000 12,112,000 12,611,000 





ei of crop taken 
b 


. mills 36 


39 39 35 38 





Prices of N. Y. § High 
futures : tl Low 


12.78 


8.03 8.58 
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Short Selling on the Stock Exchange 


By WILLIAM PETER HAMILTON 


NCOMPARABLY the largest part of 
| the business of the Stock Exchange 
is legitimate speculation, and not 
gambling, as any one can tell if he ap- 
plies the only true test—the motive for 
the act. 

Three men may simultaneously buy 
100 shares of a given stock. One pays 
for it outright, intending to hold it for 
income from dividends. The second buys 
.on his knowledge of the earnings and 
possibilities, intending to sell later at a 
higher price. This second operation is 
a speculation. The first is usually an 
investment, although not always so if 
the stock itself is highly speculative. But 
if the third purchaser buys blindly, it is 
a mere gamble, a bet on the fluctuation 
of the price. 

Transactions of the last kind form a 
relatively small and decreasing propor- 
tion of the business of the Exchange. 
As for wash sales, they are non-existent. 
They constitute what the rules of the 
Exchange call fictitious transactions, 
and are most severely punished. The 
“matched orders” of the outside mani- 
pulator, which are what the public under- 
stands by wash sales when the politician 
denounces that obvious fraud, are exe- 
cuted in good faith by the broker who 
buys and the broker who sells. The out- 
sider is not under the control of the 
Stock Exchange. He can choose his own 
brokers, or he can place his orders in 
London, with exactly the same effect 
upon the market for the stock here. 

ok * aK 

Amongst the quack remedies sug- 
gested for margin speculation, which is 
not merely an essential part of the busi- 
ness of the New York Stock Exchange, 
but that of every other exchange and 
every other market of any kind, is the 
prohibition of what is called short sell- 
ing. It is considered that the man who 
sells something he does not own at the 





time of sale in some way depreciates the 
value of it to holders of that commodity 
or security. The fact that the contractor 
for the construction of this palatial build- 
ing sold every brick and girder short 
when he made his contract, to the great 
benefit of makers and holders of bricks 
and girders, does not seem to weigh. 

Let us take a perfect example of a 
short sale: The steward of the Waldorf 
has to provide for a dinner of 500 per- 
sons. He goes to the dealer in Wash- 
ington market and buys forty dozen 
quail. That dealer has not a single quail 
in his store, but he sells them confidently 
at what looks like a remunerative price 
to him, knowing that some shipments of 
quail are on their way to New York from 
the South or Southwest. He is there- 
fore short of quail. He would like to 
see the price of quail go down, because 
he could then make a larger profit. But 
the shipment of quail which he expects 
is delayed by a winter snowstorm, while 
the Waldorf insists he shall make his 
contract good. And he does. 

What does he do? He goes to other 
dealers and buys the quail to make up 
the forty dozen. In other words, he 
covers his shorts. Incidentally, he makes 
a market for the consumers of quail, and 
also for the man who sent the quail here, 
because other dealers who have sold will 
be buyers when the new shipments finally 
arrive. Everybody is benefitted and, in 
fact, it would be impossible to conduct a 
large business in any other way. 

This is not to say that the seller of 
stocks short has stock of his own to de- 
liver at all times. Whether he has or 
not, he must make his sale good by an 
actual delivery, and he borrows the stock 
to do so from some other dealer or out- 
sider who happens to hold it. But con- 
sider the case of the holder of securities 
traveling, or for some reason or another 
unable to get access to his strong box in 
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New York. He is doubtful about the 
condition of business, or the prospects 
of the corporation in which he holds 
stock, and telegraphs an order to sell 
and to borrow the stock until he can de- 
liver. The lender of it enjoys the use 
of the money and collects the dividends. 
When the original seller’s own stock is 
available, the borrowed shares are re- 
turned and the transaction is completed. 

London does this all the time, to the 
advantage of everybody concerned. 
Please let me emphasize again what the 
politicians forget, and what the news- 
papers who play down to them forget. 
Every transaction in the Stock Exchange 
involves a cash payment in full and the 
delivery of the actual stock. There is 
absolutely no exception to this rule, and 
the man who talks glibly about wash 
sales shows his ignorance by the very 
use of the word. 

Now no broker in the Stock Exchange, 
or dealer in Washington Market can tell 
whether his customer is selling something 
he does not possess. Neither of them 
cares, because the thing can be re-pur- 
chased in the market, and so far as the 
short selling of stock is concerned it is 
an element of strength in any market 
rather than of weakness, because the man 
who sells short must buy back some time; * 
while the man who sells what he can 
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deliver usually has no intention of buy- 
ing back at all. Bears of stocks never 
made a panic. It is made by the weak 
and frightened holders, just as the de- 
positors make a run on the bank. 

* * 

Few of us remember that the State 
legislature of New York enacted a law 
to prevent short selling in 1812, only to 
repeal it in 1858 when it had become a 
dead letter. There was a Federal en- 
actment of the same kind in 1864, which 
lived exactly fifteen days, and ought 
never to have got past the veto of a 
president heavily overworked. 

The English law to the same effect 
was repealed in 1860, and the English 
law against selling bank shares short, 
which still exists there, is practically 
ignored because what ought to be the 
safest kind of investment is rendered, by 
the law itself, peculiarly dangerous in the 
case of panic. Everybody wants to sell 
at the same time, and the invaluable sup- 
port of short covering is absent. 

The French law against short selling 
was repealed in 1885, and Prussia re- 
pealed hers in 1908, after twelve years’ 
trial of the prohibition of margin pur- 
chases and short selling, which had re- 
sulted in the destruction of a free market 
and a ratio of three panics for every 
other financial center’s one. 





Hints for Investors 


T is the lot of a very few people only to be able to catch the exact bottom 
and top prices in any movement and they generally strike the happy 
point through mere accident. Therefore buy when securities are cheap 
without attempting to find the exact bottom and if you are not a long pull 
holder sell when prices are so high that the income return is somewhat 
lower than a normal return on the money. 





Tyre expect that the bonds or other funded debt of a company will not 

suffer in market price when the quotations for the company’s stocks 
There 
may be an excellent margin of safety for these securities, but the effect of 
bad sentiment is unavoidable. 


are falling owing to uncertainty of continued dividend payments. 





ON’T let your fears and blue newspaper talk get the better of your judg- 

ment. Securities of the very best type go down with the others. If 

you know your company to be sound and well able to meet its debt, stick 
to your holdings. 




















The Iron and Steel Situation 


The Record of the Past Month 
By FREDERICK BENSON 








HE situation in the iron and steel 
T business over the past few 
months has been one of the 
most interesting of the economic as- 
pects of the country. It would not 
have been unusual or unexpected to 
see this branch of industry lag and 
suffer in sympathy with the security 
markets and in consequence of very 
bad sentiment. 

Every month observers of the iron 
and steel trade have watched for some 
symptomatic sign of weakness in the 
business. But it has not really come. 
It did not come over the past month. 
It may not come for a long time. What 
happened over the past month was no 
more than happened over the previous 
three or four months—a loss of new 
bookings. The Steel Corporation 
showed a falling off of a little over 
half a million tons, but that was an 
improvement over the previous month, 
for in May the decline was over 650,000 
tons. In other words the corporation 
got more new business by the day in 
June than it did in May. 

We get no reports from other steel 
manufacturers bearing on this aspect of 
their business, but it is known that 
about the same situation existed with 
them as with the corporation, so that 
the past few weeks may be said to have 
shown an improvement rather than 
otherwise. 

The slight change for the better in 
orders may be attributed to some bet- 
terment in sentiment. The scare of 
tariff proceedings seemed to abate 
somewhat. But notwithstanding the 
decrease in new orders the factories 
kept running practically at full blast 
right through these weeks. 

It is always expected that there shall 
be some let down in the summer 
months. If there is likely to be serious 


depression just ahead manufacturers 
will slow down early in the summer. 
Yet until the Fourth of July this had 
Production was going 


not occurred. 





on at the strong pace it had been for 
months. In July and August there 
may be a slight let up in production. 
Early in July this appeared to be the 
case. And while production kept 
humming along, the mills practically 
producing all they could in June, there 
was practically no change in prices. 
To the careful observer of iron and 
steel conditions this was another good 
sign. 

In pig iron there was weakness. 
There did not seem to be much lift to 
the prices, which have been hanging 
around low levels for some time. What 
did happen was somewhat better in- 


quiry. It was said that quite a little 
more pig iron was moved in that 
month than was reported. The pro- 


duction of steel, therefore, kept up full, 
the prices of steel were maintained, pig 
iron production did not suffer to any 
extent, and pig iron prices, though 
weak, did not go down materially. 

Altogether the record of the month 
was far from discouraging, and there 
were no indications in that month to 
show that the iron and steel business is 
in a period of depression or is coming 
to one. From a manufacturing stand- 
point there was nothing to be desired 
since every factory was running full 
or nearly so. From the standpoint of 
new orders, of course, there might have 
been some ground for a little worry, 
but even that point must be seen in its 
relation to the general situation to be 
properly appreciated. With the record 
of the month made up the people of 
the trade and those who watch it for 
the index of general conditions are 
asking, 


WHAT OF FUTURE? 


The prospects for the iron and steel 
business for the second half of the year 
look decidedly good. In spite of the 
fact that the mills have not been get- 
ting more than about half their pro- 
ductive capacity in new orders over the 
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past few weeks, they have orders piled 
up that will keep them going for at 
least four months’ full speed—and at 
a slack pace for five or six months— 
even if they did not get another pound 
of business over this period. 

Take, for instance, the Steel Corpo- 
ration. With 5,800,000 plus unfilled 
tons on its books and a maximum ca- 
pacity of about 1,200,000 tons per 
month, it could run nearly five months 
without taking another order. At this 
time it is getting back a little more 
than half its shipments in new orders. 
It is simple arithmetic to show that at 
this pace over seven months’ work is 
immediately ahead. And all this, it 
must be remembered, in the midst of 
the adverse conditions which are mak- 
ing themselves felt in the steel trade. 
If we stick to plain figures, as in this 


case, we can see where we are coming . 


out a long time ahead. Before that 
time some things must happen. The 
trade cannot stop. There must be 
something going on in this fundamen- 
tal business. What will it be? 

Over the past few months the reces- 
sion in the steel business has been at- 
tributed to various causes; the foreign 
war scare, tight money, the tariff, cur- 
rency legislation, and soon. With such 
a combination working against the 
business, it could hardly. have been ex- 
pected that orders would flow in at 
high water mark. In fact, some of the 
best judges of conditions took a rather 
pessimistic view of the outlook. But 
now that they have seen how business 
in this country acted throughout this 
ordeal, how the iron and steel trade has 
acted throughout the disturbance they 
have become impressed with the fun- 
damental soundness of the situation. 

Based upon the course of affairs up to 
this point we may safely say that if 
general business and financial condi- 
tions are only moderately good the 
steel industry will be fully employed 
and at good prices for a long time ahead, 
while if conditions become better than 
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average the industry will run into a 
period of extreme prosperity. Under 
only moderate conditions with the large 
crops, a heavy trade movement is fairly 
well promised later in the year. 

If the promised good crops are safely 
harvested, the logical outcome will be 
a flood of iron and steel orders that will 
quickly fill the vacuum left by the 
standstill in buying for the past few 
months. (The country’s requirements 
have not been standing still.) Should 
this come about it will be readily seen 
how the trade will go forward for many 
months. 

Of course it is remembered that 
abroad they are having a slump in the 
iron and steel business, and that prices 
are declining; but in the situation 
abroad there is no definite indication 
that the reaction will run into depres- 
sion. And even if abroad there were 
something more than a reaction, our 
own steel trade, based upon the condi- 
tions outlined above, might be doing 
well all the while. 

The foundation stone of prosperity 
for the steel trade in this country is 
the constantly expanding requirements. 
The needs of some 100,000,000 people, 
not to mention the constantly expand- 
ing export business that we are devel- 
oping, are a guarantee of a fair-sized 
business all the time. So far as the iron 
and steel trade is concerned, the home 
demand under normal conditions. is 
practically past the productive capac- 
ity of the country. 

Over the past few years additional 
manufacturing facilities have been 
light, whereas the normal demand of 
the country has grown probably forty 
per cent. in six years. Unfilled orders 
of five million tons for the Steel Cor- 
poration today means something to- 
tally different from six years ago in 
the light of this growth. For prac- 
tically a year the steel mills of the 
country have worked at full capacity, 
although during that time a big buying 
movement came and went. 




























What an Investor Ought to Know 


XVI—How to Cultivate Sound Investment Judgment 


By FREDERICK LOWNHAUPT, Author of “Investment Bonds’’ 


HE average investor is conscious of 
a great need of investment in- 
formation. He knows that his 


understanding of the principles affecting 
the wise purchase of securities is narrow. 
He realizes that the task of absorbing the 
requisite amount of investment knowl- 
edge is heavy, and that the successful 


application of these principles is even 
more perplexing. 

There is only one way, apparently, in 
which the average investor can acquire 
a working knowledge of investment. 
That way is the constant reading of edu- 
cational financial literature. No one 
article nor any half dozen discussions 
upon investments contain anything like a 
sufficient amount of information. 

The principles of investment are many 
and sometimes rather profound. It is no 
easy task to grasp them. The investor 
must read and study and then read and 
study some more. Unconsciously almost 
he grows to appreciate the differences 
that exist in bonds or stocks of one de- 
scription from another. His financial 
horizon widens until he gets a broad 
enough view to see a situation in a criti- 
cal way. 

The mere reading of the daily news- 
paper and the superficial comment it con- 
tains on the security markets and some- 
times on the individual securities is by no 
means the basis of a proper education in 
investment matters. These newspapers 
cannot go into principles. Their space 
must be used for dispensing the news 
and only necessary comment. It is to 


the educational publications that the in- 
vestor must look for the practical points 
to assist him in purchasing and selling 
securities. 

The series of articles of which this is 
the conclusion has taken up the various 
aspects of investment and shown the in- 
vestor in many ways how he may study 
a security to his advantage and profit. 
The articles have sought to develop in 
the reader an investment sense, ‘so to 
speak, outlining some of the principal 
points only. This investment sense is a 
growth and cannot be acquired quickly. 
3y the application of the principles laid 
down in this series of articles the average 
investor can set himself right in this 
important matter. 

3roadly considered there are about 
half a dozen general headings whose 
scope would cover the field for the in- 
vestor. Followed out, these subjects 
would lead to the fullest education along 
investment lines. Once the investor gets 
these few general points firmly fixed he 
can use them in the way of formulae 
whenever about to buy securities. He 
can use them as a sort of measuring stick 
by which to gauge the stock or bond 
under consideration. 

Putting the whole subject under the 
headings suggested we have: 

(1) The relation of the investor to the 
corporation. Most investors are cer- 
tainly indifferent and apparently ignor- 
ant of their position as holders of the 
securities of the corporation. They 
seem to ignore the fact that as stock- 
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holders they have some voice in the 
affairs of the corporation and that if only 
enough of them get together they can 
effect desirable changes. They seem to 
forget that they own the corporation and 
that after the corporation meets its debts 
they are entitled to the remainder of its 
income. 

It may be that the group of men con- 
ducting the corporation have only a small 
stockholding interest in the concern. But 
that fact seems to bother the average 
stockholder little. 

When the average investor fully 
realizes his position a new era in corpora- 
tion affairs will have set in. He will 
then be on the road to real learning. 
When he is a bondholder, different con- 
siderations enter. He is only a creditor 
then, so he must do some thoughtful 
pondering before he gets into the con- 
cern. That leads us to our next topic. 


(2) The relative importance and posi- 
tion of his security. The stockholder 
should know his position and therefore 
be all the more jealous of the success of 
his company, since the more successful 


it is the more he gets in dividends. 

Jt is when a bondholder that the inves- 
tor should look to see just where his 
security comes in the general scheme of 
things. He may be at the head or tail 
end of the procession. It makes a great 
difference just where he is. When the 
corporation is going along nicely, all is 
well with the whole procession, but when 
trouble comes the tail-enders may be left 
out in the cold in the event of a reorgani- 
zation. The bondholder often puts too 
much faith in the fact that he holds a 
bond and that as a creditor he gets his 
interest before the stockholder gets any 
dividend. Blind reliance on this fact is 
no saving help when trouble comes. 

If the investor has given a reasonable 
amount of attention to the two important 
considerations mentioned he may have 
come to a realization that haphazard 
ways in placing his money cannot suc- 
ceed. His next point of inquiry is there- 
fore— 

(3) About methods in investment. 
There cannot be a hit and miss policy 
pursued with any degree of ultimate suc- 
cess. At times financial conditions and 
the position of the security markets seem 


THE MAGAZINE OF WALL STREET. 


to say that buy almost anywhere and any- 
thing you are sure to find your securities 
appreciating in price a little later; yet 
these times are not without their pitfalls. 

The investor should be scientific. Or 
we might say that he should have a policy 
in his buying. The first principle laid 
down is that his investments should be 
scattered in different ways. Putting 
your eggs into one basket is unsafe when 
buying stocks or bonds. 

But if the investor would be his own 
judge in a way to work out his own sal- 
vation he must have more than a few 
general ideas on the subject. It is quite 
fundamental that he give the points al- 
ready recited a good deal of study and 
use them as something of a cornerstone 
upon which to build his structure. He 
must go deeper, however, not only into 
principles but into details. Only after 
conscientious work along this line can a 
broad investment education be expected. 
He would therefore begin by— 

(4) A study of financial reports. 
Into this aspect of the question he can go 
to almost any length. He can touch it 
lightly to get the outline of the situation. 

sut if he would get the hidden features 

he must give it further study and go 
somewhat into the accounting aspects of 
a corporation report. 

The investor’s attention has been 
called to the relation between the com- 
pany’s report and the safety of his invest- 
ment, followed by a discussion of the 
general structure of the report. Ana- 
lyzing the report as to its divisions, a 
profitable study can be made of the In- 
come Account and the Balance Sheet. 
The multitude of variations met in these 
exhibits confuse at first but become 
simpler as they are studied. A compre- 
hensive grasp of these exhibits puts the 
investor in the way of an intelligent ap- 
plication of principles and gives him that 
broad grasp that makes him independent 
in his judgment. In other words he is 
in a position to do some judging for him- 
self, a position very different from that 
of the great body of investors. 

Out of this knowledge grows that in- 
stinctive habit of looking for the flaws 
in every security. No one can judge a 
security wisely without this attitude of 
mind, although it is not well to over- 
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emphasize this aspect too greatly. The 
investor that is equipped with the knowl- 
edge gained from following out the 
points already given knows about how 
and where to look in searching out the 
safety of his securities. He is able to 
discern the weak and the strong points 
and give them their relative value. 
There is too often a tendency among 
banking houses in selling a security to 
point out and elaborate upon the fine 
points about the stock or bonds offered. 
They are generally silent about the weak- 
nesses. It is to see these that the inves- 
tor studies the science of investment. 
He is generally fully repaid for the time 
and trouble taken. He is not misled by 
an array of facts as to the surroundings 
of a corporation and what its prospects 
are as to the amount of business being or 
to be done. He knows that these things 
count, but that such points as the fact 
that ample earnings are the ultimate 
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basis for safety are the main considera- 
tions. 

If, therefore, we should be called upon 
to state this under a broad heading, it 
would be that by schooling himself in the 
principles of investment the investor 
knows where to look for the safety of his 
investments. 

Last of all the investor well grounded 
in investment knowledge keeps his atten- 
tion riveted on things that the average 
investor without this knowledge forgets 
quickly. He knows how to look for the 
safeguards. He keeps in mind the 
twists and turns given to financial in- 
formation and remembers obscure things, 
like the fact that between the date on 
which the fiscal year of a corporation 
closes and the date when the report for 
that year is published (perhaps three or 
six months later) a great many things 
can happen to the concern. 

(End of the Series.) 
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Average Price of Bonds Still Declining. 
—There always has been more or less 
charting of the movements of the bond 
market. The three statistical organizations 
that keep graphics of nearly everything that 
affects financial conditions have their charts 
as a permanent record. Aside from these 
few take to this method of observing the 
trend of the security market except on 
special occasions. - 

We have one of these occasions now. 
From the number of diagrams that have 
appeared in the financial papers and the 
circulars of bond houses lately it would 
seem that “everybody is doing it.” The 
reason is plain. Until a few months ago 
the observers of the bond market thought 
we were in somewhat of a normal fall in 
bond prices and that it would soon be over. 
They thought last January and even later 
that the bottom had about been reached. 
Every week some fresh interview came out 
showing that good judges of the security 
thought the turn had about come. And 
just as soon as these interviews were about 
cold the market would take another plunge 
as indicated by the average price. 

No matter what group of bonds were 
used about the same conclusions were 
gained. They all have kept going down. 
As a matter of fact, since January first the 
average decline in a list of representative 
bonds has been about a point a month or 
perhaps a little more. In June the average 


price declines something like a point and 
a half from the May level. 

All this has brought some people to the 
conclusion that we are in a very bad slump. 
In fact, many of the oldest observers of 
the bond market say that bonds have 
never for many years tended downward for 
so long a time as they have on the present 
movement. Almost any bond you might 
pick from a list of active securities is lower 
than a year ago, the average line of price 
is close to that of the low Leures for 1907, 
while some individual bonds are lower in 
price than they were in 1907. Bond men 
are in something of a scare. They are 
putting down the figures and studying them. 
They are wondering if it is ever going to 
stop. They know it will. But when? 

The Half Year in Bonds.—The bond 
dealers are glad the last six months’ ex- 
perience is behind them. If it were to be 
repeated to a certainty they would all have 
the worst case of blues imaginable. The 
last half year has been one succession of 
hopes deferred. Every few weeks they 
screwed up their courage to believe that the 
worst was over and that the investment 
world needed only a bit of a rest and 
breathing spell to start things on their on- 
ward and upward march again. But just 
as that period or respite seemed about to 
end along came something else to upset 
all their optimism. 

(Continued on page 278.) 
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N the following table are arranged in order of yield the principal active issues of 
bonds listed on the New York Stock Exchange, the income being figured at the 
latest available selling price for lots of 20 bonds or more. They are divided into 

groups, according to the grade and character of the bonds. 


This table will appear every other month, and will prove invaluable to bond buyers, as 
well as to brokers and to all others who are called upon to select or recommend investments. 
It is presented for purposes of comparison only, and mention of a bond issue is not to 
be construed as a recommendation. Our object is merely to show the relative yield of 
different bonds of each of the several classes. 

RAILROADS: 
(1) High Grade mortgage bonds, many of which are legal investments for New 


York State Savings Banks. 
Interest Price 


Description. ’ Period. July 11. Yield. 


Chic., Rock Is. & Pac., ref. g. 4s ’ A.—O. 78% 
Ore. "Short Line, guar. "ref. 4s D 87% 
Balt. & Ohio, Southw. Div., 874 
Wabash, Ist g. 102% 
Chic., Mil. & Pu. Sd., Ist gu. 4s 86 
Ches. & Ohio, Ist cons. g. 5s 103% 
Ches. & Ohio, gen. g. 4%s 941% 
Canada Sou., cons. gu. A. 5s 105 
Chic., Rock Is. & Pa, gen. g. 4s 85 
Atlantic Coast Line, Ist g. 4s 87% 
Northern Pac., gen. lien g. 3s 63% 
Balt. & Ohio, prior 3%s 895% 
Hock. Val. Ist cons. gold 4%s 97% 
88% 
9034 
91% 
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Southern Pac. R. R., Ist ref. 4s 
Balt. & Ohio, gold 4s 
Cent. Pac., Ist ref. gu. g. 
Chic., Burl. & Q., Ill. Div., 3%s 

o., Kans. & Tex., Ist gold 4s 
Louisville & Nash., oy = 4s 
Chic., Burl. & Q., 
Del. & Hud., Alb. « nee eat 3%s 
Northern Pac, prior lien g. 4s 
Union Pacific, Ist & ref. 4s 
Central of N. J., gen. gold 5s 
Chic., Mil. & St. P., gen. g. 4s, Ser. A 
Atch., Top. & S. Fe, gen. g. 4s 
Chic., Burl. & Q., Ill. Div., 4s 
Union Pac., Ist R. R. & land grant g. 4s... 
Reading Co., gen. g. 4s 
Chic. & N’west., 
N. Y. Central & 4, * g. 3ids 

(2) Collateral trust bonds selling at prices relative to the value of the underlying 

collateral. 
Chic., Rock Is. & Pac. R. R. 4s » 2002 M.—N. 54 6.64 
Gt. Nor., C., B. & Q., coll. tr. 4s ’ 1921 —J. 93% 4.98 
Atl. Coast L., L. & N., coll. g. 4s O. 1952 f . 87 73 
Southern Pac., g. 4s a. Pac. coll.). ., 1949 —D. 8854 


Erie, Penn., Coll. tr. g. 4s F,, 1951 
N. Y.C. & H. R., Lake Shore, coll. g. 3%4s..  F. 1993 —A, 78% 
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(3) Convertible bonds having no mortgage lien whose quotations are governed 
largely by the price changes of the stock into which they are convertible. 


Ches. & Ohio, conv. 4%s - 1930 F.—A. 79% 
Erie, 50-yr. conv. 4s, Ser. B Apl., 1953 A—O. 66% 
Erie, 50-yr. conv. 4s, Ser. A Apl., 1953 69 
Del. & Hud., 10-yr. conv. deb. 4s ’ 1916 
Southern Pac., 20-yr. conv. 4s .. 1929 
Atch., Top. S. Fe, 10-yr. conv. g. 5s wae 
a“ Pacific, 20-yr. conv. 4s | a 1927 
H. & Hart., conv. deb. 6s . 1948 
Chie, "Mil. & St. Paul, conv. 414s Je, 1932 
Atch., Top. & S. Fe, conv. 4s (issue of 1910) Je, 1960 
Atch., Top. & S. Fe, conv. g. 4s Je, 1955 


(4) Debenture bonds most all of which are selling on high level because of the 
good general credit of the respective companies. 


Chic., St. Paul, M. & O., deb. 5s . 1930 M.—S. 98 

Lake Shore, deb. g. 4s a 1928 M.—S. 901% 
N. Y. Cen. & Hud. Riv., deb. gold 4s .. 1934 M.—N. 8814 
Lake Shore, 25-yr. g. 4 My., 1931 M.—N. 90% 


(5) Semi-investment bonds, many of which are general mortgages, often classi- 
fied as “business man’s” investments. Income yield is reasonably definite index of 
relative worth. 


Chic., Rock Is. & Pac., 20-yr. deb. 5s........ jl, 1932 rs —J. 75% 
Denver & Rio Grande, Ist & ref. 5s........ Ag., 1955 —A. 

Seaboard Air Line, adj. oO. 1949 F.—A. 

K. C., Ft. S. & M. Ry., ref. g. 4s 4 1936 A—O. 

Kansas City Sou., ref. & imp. 5s........... Apl., 1950 —J. 

Mo., Kans. & Tex. gen. sink. fund 4%4 4 1936 —yJ. 

Erie, Ist cons. gen. lien g. 4s Ja., 1996 —yJ. 

Southern, dev. & gen. 4s, Ser. A Apl., 1956 A—O. 

West. Maryland Ist g. 4s ’ 1952 A. 
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Missouri Pac., Ist & ref. conv. 5s 4 1959 —S. 
N. Y., W’ches. & B., Ist Ser. I, 4%s ; 1946 —J. 
Wabash, 2d gold 5s F. 1939 —/ 
Southern, Ist cons. g. 5s ? 1994 — 


STEEL BONDS: 


Lackawanna Steel 5 yr. conv. 5s ., 1915 M.—S. 
Bethlehem Steel Ist & ref. 5s. gu. A........ My., M.—N. 
Bethlehem Steel Ist ext. s. f. 5s be J—J. 
Illinois Steel deb. 4%s Apr. A—O. 
Rep. Iron & Steel 10-30-yr. 5s. s. f Ag., 15 A.—O 
National Tube Ist 5s My. 52 M.—N. 
U. S. Steel Corp. s. f. 10-60-yr. 5s. coup.... Apr. M.—N. 
Indiana Steel Ist 5s My. M.—N. 


TELEGRAPH & TELEPHONE BONDS: 


Pacific Tel. & Tel. Ist 5s .. ae J—J. 

: . 1929 J—J. 
South. Bell Tel. & A Ist s. f. 5s . 1941 J.—J. 
N. Y. Telep., Ist & gen. s. f. 4%4s.......... . 1939 M.—N. 


MISCELLANEOUS INDUSTRIAL BONDS: 


General Motors Ist lien 6s . 1915 A—O. 
The Texas Co., conv. deb. 6s ° 1931 — 
E. I. du Pont Powder “es Je. 1936 
Westinghouse E. & M. s. f. 5s..... «....... iB 1931 

U. S. Rubber, 10-yr. coll. tr. Yr 1918 

Am. Smelt. Sec. s. f. 6s F., 1926 

Cent. Leather, 20-yr/g. 5s Apl., 1925 

Liggett & Myers Tobacco Ag., 1951 

Am. Ag. Chem. Ist c. 5s oO. 1928 
SESE BS cn vs hands eadwewed D., 1922 

General Electric deb. 5s . 1952 

Am. Tobacco gold 4s Ag. 1951 
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They have grasped at every straw of 
comfort for the last six months. They have 
been hoping for the turn every day almost. 
Not that they have been starving, but that 
they have been living on short grass for 
some time. 

Too many things were against a good 
bond market. On the one hand they 
studied the general conditions. They 
watched the money market, they studied 
sentiment as reflected in the press; they 
sounded investors. They thought they 
saw something encouraging in these signs 
every once in a while. But on the other, 
the were confronted with the _ stern 
realities of the case. These were the con- 
stant offerings of new bonds that went a 
begging or if not they were a total failure 
or were a bare success. 

These were the happenings that ey 7 
ened the ardor of even the optimist. In 
the early spring there was the St. Paul 
issue. ho took those bonds? The under- 
writers. Then there was a breathing spell 
before the big New York City issue came 
out. Were these bonds taken with a 
rush? Not much. The average price was 
a bare eighth over the legal lowest price 
at which they can be sold, which is par. 
Generally speaking, the six months have 
been a discouraging time. The bond men 
are glad they are over, for it means they 
are just six months nearer to the good 
times whenever they come. This is the 
only consolation to be had. 

All through this time investors have had 
money, but they could not be induced to 
buy. They often said we will wait and see 
if we cannot get the bonds at a lower 
price in the near future. And they have 
been rather successful. The _ situation 
seemed to be, however, that the more sag 
there was to the bond and security mg@r- 
kets the more investors decided to hold off 
expecting to get things lower and _sstill 
lower. 

The bond dealers have worked hard to 
clear their shelves. The heartbreaking time 
they have had of it may prove a blessing 
in disguise, since it made them cautious 
about taking on heavy loads of new issues 
and gave them a chance to work off some 
good but rather slow stuff. 

Conservative Buyers Getting High Yield. 
—When the market is showing higher 
prices for the best grades of bonds a good 
many people who are most conservative 
feel as though they ought to get more in- 
come than the bonds yield. In the time of 
high prices the highest class of railroad 
bonds come very close to 4% in yield. 
Considerable picking must be done to get 
much better income than say 4.15%. 

It is easy to see why many buyers are 
not eager to snap up these bonds under 
those circumstances. It is not easy to see 
why this class of investors is not taking 
on the fullest amount of bonds they require 
under the present conditions. Bond mar- 
ket observers have been saying that the 
time for purchasing this class of bond is at 
hand. Let us see why. Bonds like the 
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Atchison general 4s, St. Paul general 4s, 
Louisville & Nashville Unified 4s, Reading 
general 4s and others of a similar excel- 
lence are selling close to the 1907 level of 
prices. And everyone knows that was a 
time of extreme depression. But the actual 
figures speak better. A group of bonds of 
the class above represented yield today 
about 4.40% on average compared with 
4.45% in 1907. For the average investor 
this difference in yield is negligible. 

It may therefore be said the most con- 
servative investor can do no better than 
right now since he is getting practically 
panic prices, as shown by the average yield. 
So far as prices are concerned quite a num- 
ber of these bonds are below the 1907 
price while all are from 10 to 20 points be- 
low the high prices prevailing just before 
the panic in that year. There has not been 
a better opportunity for this class of ultra 
conservative people in fifteen years. 

What of the Future Market?—‘“The mar- 
ket is potential” is what some of the bond 
men are saying. By that they mean that 
there is building up in the investment situ- 
ation a set of conditions that is filled with 
promise for the future of the security mar- 
ket. They argue with their clients that it 
is useless and hopeless to expect to find the 
exact bottom in the bond market quite as 
much as in the stock market, and that they 
should buy strongly now. But this argu- 
ment and the self-evident fact that bonds 
are cheap now does not seem to stir the 
latter to the satisfactory degree of enthu- 
siasm. 

The waiting attitude has become so pro- 
nounced that their funds are growing to 
substantial proportions. The bond men 
console themselves somewhat in that fact 
that this attitude lays the foundation of a 
big business later on. Investors have the 
money now and will have more later on 
when sentiment throughout the market is 
better. In that is a potential market of 
great strength. 

Municipalities Have a Hard Time of It.— 
There are comparatiyely few times when 
municipalities of good credit have a hard job 
disposing of their bonds. Except under the 
most peculiar situation they generally get 
bids from some parts of the country since 
most municipalities advertise rather widely. 
The last few weeks, however, have proved 
an exception to this. The municipalities 
have not had such a hard time of it for a 
long while as they have had recently. 
Some of the States tried to get money, 
notably Tennessee, which tried for two 
weeks to sell $11,000,000 of its securities, 
and earlier in the year Louisiana also tried 
to dispose of $11,000,000. Tennessee got rid 
of them finally, but on different terms than 
it expected at the outset. But to show how 
hard put the municipalities were it is only 
necessary to recount the fact that in April 
something like $8,000,000 of municipal offer 
ings failed and again in April the same 
amount went begging. In June fully two 
hundred towns and cities found it impos- 
sible to sell their obligations. 











Good Convertible Bonds a Safe Purchase Now 


What the Investor Gets in the Present Price of the Standard Issues 
By OLIVER CARROLL 








[There is a considerable class of investors who are always looking for securities 
that are safe and which at the same time give some chance of enhancement in price. 
To this class the convertible bond is recommended. The following article points out 


present opportunities.—Ed.] 


VERY few months there comes a 
chance for the really wide awake 
investor to get into stocks or cer- 

tain bonds that have all reasonable cer- 
tainty of proving a successful investment. 
Every three or four years, however, there 
comes an opportunity when shrewdness 
and astuteness are not absolutely neces- 
sary to make a successful attempt. 

One of these opportunities seems to 
exist now. The situation gives evidence 
that anyone of ordinary investment judg- 
ment can make attractive purchases. 

The bond houses are sending out cir- 
culars advising their clients and the pub- 


lic at large that they believe this is the 
time to buy. The market critics are 
calling attention to the fact that the bond 


list is full of good offerings. Figures 
bear out their statements. Go over the 
list and note such standard bonds as the 
following yielding approximately the 
returns set down: 

About 
4.75% 
5.90% 
471% 


Chicago, Rock Island & Pac. gen. 4s.. 
Erie general 4s 

Kansas City Southern Ist 3s......... 
Mo., Kan. & Tex. Ist 4s 

Oregon Short Line Ist 5s.......... 
St. Louis So. Western Ist 4s......... 


These issues, of course, are mentioned 
as showing what the investor in sub- 
stantial mortgage bonds gets by taking 
them up now. This sample list shows 
how the investor can get nearly five per 
cent. on his money and be practically as 
safe as though it were put into the sav- 
ings bank at probably 3% per cent. or at 
the most 4 per cent. The acuteness of 
the money situation over the past few 
months has brought a good deal of sell- 
ing of a kind that may not be repeated 
for a long time again. There has been a 
monetary stringency abroad which has 
brought out a lot of high class and 


standard securities. Foreigners have 
sent over here a great quantity of good 
bonds as well as good stocks. Prices 
crumbled. Result is bonds in many 
cases selling down below the low levels 
of the past seven years. 

Bonds are going up in price some day. 
Some are going to make ten point ad- 
vances. Others more. This applies to 
mortgage bonds. They are going up 
from the sheer force of investment buy- 
ing and the betterment in conditions. 

What then will be the situation in con- 
vertible bonds? If mortgage bonds are 
to sell at much higher prices in the not 
distant future for the one reason above 
mentioned convertible bonds should sell 
at five, ten and fifteen or more points 
advance for two reasons at least. 

The one reason is that which applies 
to the mortgage bonds. No class of 
bonds can stand absolutely still when a 
broad market movement is going on. 
Therefore when the broad bond market 
begins to move upward with definite as- 
surance you will see the convertible 
bonds going along with it as part of the 
procession. All that we need to start the 
procession is the relaxation of the money 
conditions so that institutions will not 
find so much reason to keep their funds 
employed in high rate loans. They will 
then begin to take on the standard 
bonds such as those already mentioned 
and the move will be on. 

Any investor whether he can take a 
few bonds only or whether he can make 
a broad and well scattered selection and 
buy heavily gets now in mortgage bonds 
about an even chance that within a year’ 
he will see anywhere from three to ten 
points appreciation, but he gets hardly 
more than an even chance because he 
has to depend on the general bond mar- 
ket moving upward. The general bond 
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market is usually a slow moving affair. 

On the other hand if he buys a good 
selection. of convertible bonds now he 
gets not only the advantage that may 
grow out of a rising bond market but he 
also gets the more certain advantage that 
the stock market will move upward 
within the next year to much higher 
levels than at present shown. He gets 
more than an even chance that his bonds 
will show him a substantial profit within 
the next eighteen months. 

Probably it could be put this way: 
that he gets two out of three chances 
that his bonds will show appreciation in 
that time. We seldom have a falling 
stock market for much more than a year 
to fifteen months. We have had more 
than ten months of it already. Now if 
it starts to move upward with any 
strength shortly it is going to carry 
along with it the stocks into which a 
considerable number of bonds are ex- 
changeable. When these stocks rise 
their corresponding bonds should rise 
also. It is invariable that when the 
stocks rise the convertible bonds come 
along with them. 

So if the investor had no further as- 
surance than that the market may rise 
in the near future and that he may there- 
fore get some appreciation in his bonds 
he would still have much more of a 
chance than the man who depends for 
his profits on the general bond market. 
In fact some of the convertible bonds 
that are now a good purchase like those 
of the Atchison, Baltimore & Ohio, 
Southern Pacific, Union Pacific and 
others move rather rapidly for they are 
carried upward by the movement of their 
corresponding stocks which everybody 
knows are market leaders. 

Talking about getting profits out of 
the rise in the stock market which would 
carry along the bonds sounds like talk- 
ing speculation. It is and it is not. It 
has something of the flavor of specula- 
tion if the buyer of the convertible bonds 
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has his eyes solely upon the future move- 
ment of the stock market. But it may 
be considered as real investment when 
another point is considered. That as- 
pect of it is that the investor is getting 
an interest return of substantial amount. 
Just now these convertible bonds may be 
bought for this alone without consider- 
ing the question of advance in price. The 
interest alone is satisfactory as is wit- 
nessed by the following figures. 

It will be understood that these figures 
were made a few days ago but whatever 
changes in prices have occurred since 
have not materially changed the income 
shown on the bonds: 

" Yield about 
American Tel. & Tel. 4%s 4.55% 
Atchison 4s, 1955 
Baltimore & Ohio 4%s 
Brooklyn Rapid Transit 4s 
St. Paul 4%s 
Norfolk & Western 
Southern Pacific 4s 
Union Pacific 4s 

There is in the above list investment 
worth of high degree. Practically all of 
them are extremely sensitive to the 
changes in the stocks of the respective 
companies. They are now down to a 
straight investment basis, and are not 
likely to go much below this figure only 
as bond prices generally recede further. 
So that the buyer of these securities gets 
them at or near bottom of the market. 

He also gets a large degree of safety 
for in every case the companies con- 
cerned can meet their interest charges 
and have very substantial margins of 
safety remaining. There is everything 
to commend these bonds. Investors 
have been able to make from 25 per cent. 
to 50 per cent. profits on their purchases 
in well selected convertibles. There is 
no certainty that all of these mentioned 
will yield so handsome a profit in the 
next few months but there is a large 
probability that very satisfactory ad- 
vances will be scored before another 
summer rolls around. 
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INVESTMENT: The placing of capital in a more or less permanent way, mainly for the income to be derived therefrom 


The Story of a Successful Small Investor 


Starting Years Ago With One Share Purchases, He Is Now Making 
Big Interest on His Capital 


By RICHARD D. WYCKOFF 


EARS ago there was numbered 
among the clients of a brokerage 
house where I was connected, an 

investor whose transactions were so 
ridiculously small that their very insignif- 
icance attracted attention. He was 
known as a One Share Man. 

Of course, there was nothing remark- 
able in a one share trade, even in those 
days when odd lot orders were taken by 
most brokers with an air of condescension. 
But this fellow was different from the 
rest. He kept coming with his one share 
orders. And for the 12% cents commis- 
sion there was in it we had to go through 
the same rigmarole as if it were a 100 
share margin trade, with the additional 
trouble of transferring the stock to his 
name and shipping it to him by registered 
mail—an operation which wiped out the 
profit. So this one share man was re- 
garded as more or less of a nuisance. 

But the individual in question didn’t 
seem to care whether we liked his busi- 
ness or not. He evidently dug up or 
saved his money in little chunks, and in- 
stead of keeping it till he could buy a 
round lot, he put it right to work. One 
of his principles was to distribute his 
investments. He seldom bought two lots 
of the same stock. In this, all will agree 
that he was very wise; for if a stock goes 
down “clean out of sight” it doesn’t hurt 
the one share man much. 

The period when these small invest- 
ments began was just after the election 


of McKinley. Prices of many stocks 
were far below anything recorded since. 
We often used to look back on his ac- 
count and see some of the profits he had 
made. These didn’t amount to much in 
dollars, as things go in the street, but 
they were a big percentage on the money 
invested. He took these profits at times, 
and usually the proceeds would be put 
into other stocks; otherwise they were 
remitted to him. He never traded on 
margin. 

I have come in contact with a good 
number of small investors since, but 
never such a thoroughgoing one as this 
individual. The last I remembered at 
that time he was buying two, three and 
five share lots in the same patient way, 
never plunging on anything, taking fair 
profits when he got them. 

It being a dozen years or more since 
my last opportunity for observing his 
methods, I have often been desirous of 
learning whether he still followed the 
same plan or if he had gone the way of 
many who begin as investors and end as 
unsuccessful speculators. I therefore 
traced him up through some old address 
books, located and called on him. 

“Yes,” said he, when I had explained 
the object of my visit, “I am the man you 
are looking for. I think you must have 
a pretty good memory to carry my op- 
erations in your head all these years.” 

“That’s because they were so different 
from the ordinary run. Imagine a whole 
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ledger full of accounts thaf were trading 
in large lots and losing money and one 
little account—yours—which  couldn’t 
well be any smaller but was making 
money. I could generally tell whether 
there was a plan behind the orders, and 
I saw that you had one different from the 
rest. I have often wondered whether 
you had succeeded in pursuing it with 
the same profitable results.” 

“Yes, I must admit I have been very 
successful, but it’s easy enough if people 
would only go about it the right way.” 

“It may have been easy for you, but 
do you ever stop to think how many thou- 
sands of people start with a wrong con- 
ception of this investment or speculative 
proposition and lose all or the greater 
part of their money while looking for the 
right road ?” 

“Yes, I have often thought of it, and 
it seems to me the reason for the larger 
part of the failures is found in their de- 
sire to get rich in a hurry. That’s a ten- 
dency which is hard to cure. It’s bred 
into the public’s bones.” 

“You're right there,” I replied, “but 
don’t you think this is because Wall 
Street securities have been in years past 
exploited from a speculative rather than 
an investment standpoint? Compare our 
public with the French investing public: 
We want a ten point profit in Reading 
while they want 3_per cent. to 4 per cent. 
per annum.” 

“Yes our people have been ‘educated’ 
by the manipulator, while the French put 
themselves in the hands of their bankers 
and don’t watch the quotations” ; said he, 
“but conditions have greatly changed in 
the last twenty years and we are leaning 
more toward investment than formerly.” 

Anxious to get to the point, I ventured, 
“Then you evidently hold the same idea 
that to be successful in securities a person 
should not take chances ?” 

“T don’t see how all chance can be elim- 
inated, for even though you select the 
highest grade securities there is no cer- 
tainty that a marked change in the 
strength and earning power of the com- 
pany will not take place. Look at New 
Haven stock for example. It was con- 
sidered as good as a government bond ten 
years ago. Now it is a speculative 
medium. Great changes are constantly 
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working out in stocks, and we can profit 
by foreseeing these changes.” 

I showed him the article in THE Maca 
ZINE OF WALL STREET describing the 
Seven Ages of Stock. 

“That hits me exactly right,” said he. 
“For years I have been watching develop- 
ments in the various companies whose 
stocks are listed and when my judgment 
has been right some good profits have 
resulted.” 

“Then I take it you are following the 
same general plan you laid out for your- 
self years ago.” 

“A very similar plan, at any rate,” he 
responded. “As near as I can remember, 
my original principles were (1) Outright 
purchase of everything; no dealing on 
margin. (2) Division of my risk by pur- 


- chasing many different stocks instead of 


a few. (3) Working for big interest on 
my money rather than trying to get rich 
in a short time. The latter is what I call 
my point of view. It is very important 
that everyone approaching this subject 
get the right point of view. 

“That is so, but what is your reason 
for giving it such weight?” 

“Because so many people are misled by 
false impressions of the possibilities of 
speculation that they get to thinking how 
much money they are going to make with 
their few thousand dollars capital. They 
are induced to take great risks with it. 
In trying to make big interest I am glad 
to get what the speculator would ignore. 
He buys a stock at 150. If it goes to 155 
he takes a five point profit and is greatly 
pleased with himself, for he has made 
$500 with $1,000 capital. His success 
makes him blind to the risk and next time 
he tries it he loses the $500 profit and 
perhaps some of his margin. If he had 
been working for big interest he would 
not be tempted in that way.” 

“Yes, I am familiar with the mental 
attitude of the average speculator,” said 
I, “but I am anxious to know jist how 
you differ from him.” 

“In this way,” was the rejoinder. “If, 
when prices are low, I buy a stock at 20 
and in the course of a year sell it at 25 
my profit is five dollars a share or twenty- 
five per cent. on my principal. I don’t 
get excited and say, ‘I'll try to make it 
fifty or one hundred per cent. next time.’ 
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I say to myself ‘that is five per cent. a 
year for five years. This money has done 
good work. It has paid its own board 
for four years in advance and it can wait 
for another good opening.’ So theoretic- 
ally I put it aside—that means in the 
bank, of course—and it lies there till 
some stock is away down below what I 
consider it worth, and then I set it to 
work again. You see now what I mean 
by the right point of view ?” 

“Yes, I see, and it’s a very good sound 
one too. It somewhat explains why you 
always pay in full for your stocks.” 

“Yes,” said he, “I am primarily an in- 
vestor. Other people may call me a spec- 
ulator. Very well, let them. Speculation 
is as legitimate a pursuit as any other. 
But my method puts margin trading out 
of the question, because it’s a big return 
on my money that I’m after—what I 
might borrow from my bank or my 
broker does not attract me at all. I could 


get money at 5 per cent or 6 per cent. 
and make 10 per cent. per annum over 
that rate, but that would tend to lead me 
away from my main purpose. Then there 


is a great satisfaction in having every- 
thing put away in a safe place. I try to 
avoid leaks through which money can get 
away from me.” 

“How do you make your purchases? 
Through a broker in your city?” I asked. 

“No, I put everything through my 
bank,” he replied. “I had a very unsatis- 
factory experience with a _ brokerage 
house years ago and it resulted in my 
dealing with my own bank ever since. 
The broker did not fail, but there was a 
dispute about a transaction and he 
couldn’t see it my way, so it cost me quite 
a little money. Now when I want to buy 
or sell I give the bank a written memo. 
of which I have a copy. If stock is pur- 
chased the bank’s broker delivers the 
certificate in my name and the bank pays 
for it. Every broker won't do that, by 
the way, but my bank has a clear under- 
standing with the brokerage house and 
everything goes through beautifully—the 
bank charges my account with the net 
cost of the stock and I call and get the 
certificate and lock it in my safe deposit 
box, which is right in the bank. When 
I sell, I get the certificate out, deliver it 
to the bank, and my account is credited 
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with the proceeds. You see I have no 
bother and run no risk.” 

“A good deal simpler than a real estate 
transaction for instance,” said I. 

“Oh! There’s no comparison,” he re- 
sponded. “Just think of all the trouble 
I’d have if I dealt in real estate instead 
of stocks—going to see the property, hav- 
ing it appraised, signing the contract, 
searching the title; taxes, assessments 
and insurance to look out for; lawyers’ 
fees and what-not to pay. It would take 
all my time, so I couldn’t attend my reg- 
ular business. Dealing as I do, it’s such 
a nice clean way of making your capital 
work for you that I can’t think of any- 
thing better.” 

“Or more profitable,” I ventured. 

“You're right,” he answered quickly, 
“there’s nothing more profitable if you 
do it correctly, and considering that it 
can be attended to during one’s spare 
time. You see it doesn’t handicap me in 
my business in any way, in fact, my study 
of the financial situation has been of great 
advantage to me in my regular business, 
which is manufacturing. Years ago 
when I didn’t know anything about the 
stock market and its influence on general 
business, I was working in the dark— 
comparatively speaking. I study in order 
to get a broad view of the situation so 
that I can tell whether it is best to take 
on more or let go some of the stocks I 
have, also to know good stocks from bad 
ones.” 

“I suppose your many years’ experi- 
ence has made your judgment pretty 
keen.” 

“Well, I can see a great improvement 
in it, for my mistakes in the past have 
been many. I have tried to profit by 
them. No man alive can anticipate all 
the things that happen in the stock mar- 
ket and particularly to all the different 
stocks he is dealing in.” . 

“You still follow your original plan of 
dealing in a lot of different securities in- 
stead of a few?” I inquired. 

“T do, and it is an excellent one, for 
I’ve been hung up with a number of 
stocks at times—had to see them through 
reorganization and all that. Now, if I 
had all my eggs in one basket it might 
have gone hard with me, for I can see 
where I could have gone broke under cer- 
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tain conditions. But my way of splitting 
up my money divides the risk in the same 
way as a life or fire insurance company. 
You may take out a $50,000 policy on a 
building, but the company which writes 
the policy doesn’t stand to lose all that; 
it divides $45,000 of that among ten or 
twenty other companies. Thus no fire 
insurance company can lose a great part 
of its capital in any one fire.” 

“That idea is followed extensively by 
European investors in securities, more 
than by our own people,” I remarked. 
“The Englishman spreads his money all 
over the world—in African mines, Ar- 
gentine rails, Chinese governments and 
home industrials. So when things are 
bad in one country the whole investment 
is not impaired, as elsewhere things are 
apt to be better. You are very wise in 
adopting that course. Now would you 
mind giving me some idea how you de- 
cide upon the time to buy and sell and 
how you select your stocks ?” 

“T have no objection if you will prom- 
ise me you won’t mention my name in 
connection with anything you may print. 


I don’t mind helping other people by 


suggesting ways and means, but I 
wouldn’t want them writing me for 
advice.” 

I made the necessary promise, and he 
proceeded. 

“To commence with, I always have 
some money on hand so that I can take 
advantage of whatever slumps occur. I 
used to hold a large part of my capital 
for a panic, but so many opportunities 
slipped by that I changed my mode of 
operating. You know panics don’t occur 
as often as formerly, but look over any 
record of stock market movements and 
you will see that every year there are 
many good sized rises and declines from 
which profits can be extracted if you 
know how. Lots of people have 
been waiting fivé years for a panic, when 
they hope to make twenty-five to fifty per 
cent. on their capital. If they weren’t so 
blind they would see that this will only 
average from five to ten per cent. per 
annum and if they have to wait much 
longer they will only have ordinary inter- 
est on their money. And while they are 
waiting if I make five per cent. three 
times a year, I’m better off than they, for 
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in five years that’s seventy-five per cent., 
besides what I make by using profit 
money in the same way. Suppose, too,” 
he continued, “we don’t get the panic they 
expect but instead a time of low prices 
and readjustment ; all these panic players 
will get sadly left, while I have profits in 
the bank.” 

“I suppose you haven’t turned over 
many profits during the present bear 
market,” said I. 

“T have turned a few. Last fall I got 
pretty well out of the market, as I looked 
for a long decline, and wanted to have 
plenty of cash on hand. Since then we 
have had three big declines, each followed 
by good-sized rallies. I didn’t buy any- 
thing on the first dip, but in March I gut 
some cheap stocks which I sold on the 
rally early in the month of April. Then 
in June I had a chance to buy the same 
stocks back at much lower figures, and 
some of them I’ve already turned over. 
Others I intend to keep for quite a while 
—maybe for several years.” 

“Can you give me an example of how 
you worked?” I asked. 

“Certainly. One of the stocks I bought 
was Erie. In March I paid 26 for it. In 
April I sold it at 30%. Then in June I 
repurchased at 22 and sold it early in July 
at 25%. You can see that even if one 
bought only ten shares, so that the orig- 
inal section of his capital devoted to Erie 
was only $261.25 counting the commis- 
sion, the first profit would have been $40, 
and the second $32.50, a total of $72.50. 
This is equal to (he figured a moment) 
over 27 per cent. on the capital in less 
than four months—a pretty good year’s 
work for that money, don’t you think?” 

“Indeed it is, and your example gives 
me your point of view more clearly, for 
it’s an actual trade. I see too, where an- 
other person, having bought Erie at 26, 
would have held it for 40 and carried it 
down to 20 with a loss staring him in the 
face and his money tied up. Doesn’t that 
occur to you at times?” 

“Very often,” he replied, “but I make 
it a rule never to buy anything that I’m 
not willing to carry through a panic, or 
a reorganization. So even though it 
takes several years I seldom fail to get 
out with a profit.” 

(To be continued.) 











Prospects for Illinois Central 


A Review of the Good and Bad Features in the Outlook 
By J. HOWARD GIBBS 








HE ways of the railroad or corpora- 
tion accountant may not be abso- 
lutely “past finding out,” but it 

sometimes requires considerable digging 
to find them out. 

The last annual report of the Illinois 
Central Railroad is a case in point. The 
first impression gained is that the road 
paid no dividends at all in the fiscal year 
ending June 30, 1912. 


Turning the pages of the report, you 
reach the income account on page 5. 
Opposite the item “Dividends on capital 
stock” you find $7,650,720 under the date 
1911, a blank under 1912, and the “In- 
crease or Decrease” column shows a de- 
crease of $7,650,720 in the amount of 
the dividends. One would say, certainly, 


that no dividends had been paid in 1912. 

You peruse the entire report, finding 
extended discussions about revenue, ex- 
penses, maintenance of way and of equip- 
ment, taxes, finances, funded debt, addi- 
tions and betterments, physical changes, 
etc., on down to “General Remarks,” but 


you find no mention of dividends. Then 
you come to the tables in the back of the 
report, and at the bottom of page 17, in 
the small table of “Profit and Loss” you 
fall over this: “Dividends declared on 
I. C. stock, $7,650,720” ; and on the other 
side “Balance for year transferred from 
income account, $3,404,966.43.” 

In order that there be no ground for 
misunderstanding, we have _photo- 
graphed these two accounts. They show 
concisely the details of revenues and ex- 
penses for 1912 and 1911. 

The balance available for the stock was 
only 3.2 per cent. This was credited to 
Profit and Loss, and the full amount of 
the 7 per cent. dividend was charged to 
Profit and Loss. 

Of course there is nothing especially 
heinous in ignoring this fact except for 
the item which appears in the Profit and 
Loss table. But the Profit and Loss bal- 
ance was pulled down from $6,783,964 in 


1911 to $2,768,366 in 1912, and the casual 
reader might look over the report for 
some time without discovering that im- 


portant fact. 
* * * 


HE subject is timely right now be- 
cause the Illinois Central Board will 
meet the latter part of July to decide 
upon the next dividend. If the full 7 
per cent. is maintained it will probably 
be necessary to encroach still further 
upon the above profit and loss balance, 
which is already sadly depleted. 

Illinois Central has suffered from a 
bad series of misfortunes and apparently 
from some bad management also. The 
graft revelations in the repair depart- 
ment a few years ago are still well re- 
membered, and urfdoubtedly they showed 
loose management and inefficient audit- 
ing. Of course important changes have 
since been made in the operating depart- 
ment, but it is a question whether the 
company’s methods have yet been 
brought up to the highest standard main- 
tained by the best American roads. 

For example, during the first ten 
months of the 1913 fiscal year about 
$4,000,000 additional business was se- 
cured over what the company had ob- 
tained in the fairly prosperous year of 
1910; but this increased business cost the 
company some $5,500,000 more to han- 
dle, leaving the comparison about $1,500,- 
000 behind as to net earnings. 

It may. be granted at once that a con- 
siderable part of this increase in expense 
was unavoidable and was due to well 
known causes from which all the leading 
roads are suffering to a greater or less 
extent. But even with this allowance, 
we cannot avoid the conclusion that there 
is great room for improvement in the 
operating department. 

The directors have cherished strong 
hopes that this improvement could be 
brought about, and in some directions 
1913 has so far made a better showing 
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to be seen 


than 1912. It remains 


whether these hopes can be turned into 
actual facts to an extent sufficient to put 
the company’s balance on the right side 
of the ledger. 
* 


* * 


- the year ending June 30, 1912, the 

road met all sorts of reverses. The 
shopmen’s strike was a long and bitter 
struggle. Over 10,000 employees struck 
September 30, 1911, and it was a year 
before the wreckage and injurious results 
were all cleared up. As the report words 
it, “The demands made were of such a 
nature that it was felt the company could 
not submit to them and continue to per- 
form the public functions for which it 
was created.” 

Then came an unusually severe winter, 
with heavy snows and difficult operating 
conditions. The spring brought heavy 
floods and during most of April the 
double track line via Cairo—the com- 
pany’s principal route to the South—was 
out of commission entirely. 

Under all these difficulties net earnings 
naturally shrunk, but, the directors de- 
cided to pay the dividends more than half 
out of surplus in the expectation of better 
results in the 1913 year. Cash dividends 
had then been paid for sixty years with 
uninterrupted regularity, and the direc- 
tors naturally wished to keep up the good 
record if possible. 

The 1913 results have been far ahead 
of 1911, of course, but all has not been 
accomplished that was hoped for. In 
the Fall of 1912 a tremendous business 
was moved and earnings held out the 
promise that the full dividend would be 
earned for the year. But just then the 
state of Illinois won a legal victory over 
the company by which it was ruled that 
the company must pay to the state 7 per 
cent. of the receipts from its non-charter 
lines. This meant that the company 
would be compelled to pay the state about 
$5,000,000. 

Again in the spring of this year came 
further trouble from disastrous floods, 
with increased expenses as a _ result. 
Moreover the 1913 business did not quite 
hold up to the good showing of 1912. 

* * * 
LLINOIS CENTRAL is, of course, 
mainly a North and South line. Its 
Western branch, running from Chicago 
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to Council Bluffs, Sioux City and Sioux 
Falls, is all single-track and does only a 
moderate amount of through business. 
Its local business is satisfactory, but not 
what could be called heavy. 

The main line is from Chicago to New 
Orleans, double-track all the way except 
a stretch through Mississippi beginning 
near Memphis and ending at Jackson. 
There are branches to Madison, Wis., to 
Peoria, and to St. Louis on the western 
side of the main line ; and to Indianapolis, 
Evansville, Louisville and Birmingham 
on the eastern side. 

The company controls the Central of 
Georgia, which starts at Savannah on the 
seaboard and sprawls all over Georgia 
and eastern Alabama, reaching Atlanta, 
Chattanooga, Birmingham and Mont- 
gomery. Subsidiary steamship lines con- 
nect Savannah with New York and Bos- 
ton. Then there is the Yazoo & 
Mississippi Valley division, which covers 
a rich but only partly developed territory 
just east of the river, from Memphis to 
New Orleans. 

There is no better farming land in the 
world, probably, than that covered by this 
net-work of lines. The northern part of 
the territory is already well developed, 
but south of Memphis there are big 
probabilities of further growth ahead. 

It is practically unthinkable that the 
business of the region should show any 
permanent decline. All the company has 
to fear is adverse legislation, rising costs, 
accidents or mismanagement. These 
possible dangers it shares with practically 
all the other roads of the country. It is 
not working under any special disad- 
vantages. , 

The physical condition of the com- 
pany’s lines has been considerably im- 
proved in the last two years. Additions 
and betterments in the 1912 year 
amounted to nearly $7,000,000, and the 
grand total of expenditures for mainte- 
nance was 33.6 per cent. of gross, which 
was considerably larger than in previous 
years.* About the same proportion has 
been continued in 1913. 

In 1912, 117 locomotives were added 
and 38 passenger cars, but there was a 
decrease of 3,250 in freight cars. Heavy 
additions to equipment have been made 
this year. 

One of the adverse features of the 
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INCOME 


The following is the Income Account for the year; 


and for purposes of comparison the Company's Income 


Account for the preceding year has been re-stated so as to include the income of the Indianapolis Southern Railroad 


Company and the Omaha Bridge & Terminal Railway Company. 


Average miles operated during year 
Operating revenues: 
Freight 
Bridge tolls and miscellancous freight 
Passenger ee 
Bridge tolls and miscellaneous passenger 
Mai 
Express 
Other passenger train 
Other transportation. 
Revenue from operations other than transportation 
Total operating revenues 
Operating expenses: 
Maintenance of way and structures 
Maintenance of equipment 
Traffic expenses 
Transportation expenses 
General expenses 
Total operating expenses 
Net operating revenue 
Outside operations: 
Revenucs. 
Expenses 
Net deficit from outside operations 
Total net revenue 
Taxes accrued 
Operating income 
Other income 
Gross corporate income 
Deductions from gross corporate income 
Net corporate income. 
Disposition of net corporate income: 
Dividends on capital stock... .... 
Appropriated for additions and betterments. 
Balance’transferred to credit of profit and loss 


Table 3 


INCREASE , 
DECREASE - 
13 06 


igi 
4,749 04 


1912 
4,702 7° 
3,022,219 29 
333,284 48 
168,699 51 
1,502 55 
11,256 93 
309,202 45 
9,944 35 
90,763 27 
22,559 06 
35391 ,404 35 


04 $41,503,985 23 

54 3,132,190 02 

4° 13,168,862 
263,226 
951,591- 
»$42,381 
428,692 
678,260 

__ 419,546 

62,088,736 5 


$37,881,765 
2,798,905 
13,337,502 
264,728 
962,848 : 
i,851,584 
418,748 
709,023 3 
442,105 


58,727,272 


59,3°9 
1,362,215 
36,800 
1,874,718 
140,185 
3,303,009 
0,725,074 


99 
so 
43 
60 
oo 
84 
19 


7,091,214 
13,857,548 
1,400,941 
23,053,249 
1,515,512 : 
45,121,400 ¢ 
10,605,805 


44,757,856 
17,330,879 8 


21,887 19 
72,779 85 _ 
50,892 66 
6,775,966 85 
__ 35,118 89 
6,740,847 96 
1,311,120 22 
8,051,968 15 
203,072 13 
7,848,896 05 


493,378 3 
922,735 
107,356 
10,498,448 73 
2,085,730 13 
7,812,718 60 
5,403,584 66 
13,216,303 20 
__9 749,855 39 
3,400,447 87 


471,491 
527,955 3 
56,404 
17,274,415 5° 
2,720,849 
14,553,500 § 
6,714,704 88 
21,268,271 
9,952,927 
11,315,343 





7,650,720 00 
103,365 79 
94,810 26 


7,650,720 
164,847 
3,499,770 


61,481 44 
3,404,966 43 


Profit and Loss 





90,000 00} 


| Discount on bonds sold 
13,103 81 
\ 


| Abandoned facilities . | 
| Dividends declared on I. C. Stock: 
Dividend payable March 1, 1912.8 3,825,360 oo! 
Dividend payable August 31, 1912 3 823.360 00, 7,650,720 00) 
Balance June 30, 1912... 2,768, 366 $7) 


road’s business is that a comparatively 
small amount of business is delivered to 
it by connecting lines. About 80 per 
cent. of its business originates on its own 
lines. Its income is thus chiefly depen- 
dent on local conditions. Also, this re- 
quires the company to own a very large 
number of cars in proportion to its busi- 
ness. With 23,000 coal cars, it hardly 
ever has more than 7,000 on its own lines 
at one time. The others are carrying 


coal to destinations on other roads. 

% + + 
AS the principal line from the Central 
States to New Orleans, Illinois 
Central will benefit greatly by the Pana- 


ma Canal, and since it has scarcely any 
through business East and West, it will 


7 
Balance June 30, rort.... 
From sale of miscellaneous properties, et 
From sale of securities, etc 
From miscellaneous accounts, etc 


$6.783.964 69 
304.57 18) 
2,303 $9) 


| 26,438 58 
Balance for year transferred from income ac-| 


count... | 3,404,066 43) 
=a | 


{$10,522,190 3s 
ob 


hardly suffer a dollar’s loss from the 
diversion of traffic away from the trans- 
continental lines to water routes. 

A glance at the map shows that all 
the business that now exists or may be 
built up from the Mississippi Valley and 
Chicago to the West Coast of South 
America, the Pacific Coast of North 
America, or to the Orient, via the Pana- 
ma Canal, will go through New Orleans, 
Mobile or Pensacola. New Orleans 
would naturally be expected to get the 
greater share, and the Illinois Central 
has far the best route to New Orleans. 

No other line, unless it is the Louis 
ville & Nashville, will benefit as much 
from the completion of the Canal as 
Illinois Central, Just what this means it 
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is difficult to say in advance. A certain 
amount of business will go forward 
through the Canal as soon as it is opened, 
but this will be mostly the diversion of 
present traffic to the new route. At this 
stage, transcontinental lines may feel 
some loss of business. Not, however, 
Illinois Central, as it has practically none 
of this business to lose. 

The company may benefit somewhat 
from the start. But the important part 
of the benefit will come later, when 
commerce has had a chance to adjust it- 
self to the new conditions and when an 
active trade is built up with Western 
South America and with the Orient via 
the Canal. The East will not have a 
monopoly of this new business. The 
Mississippi Valley, with its fertile lands, 
its boundless resources, and its raw ma- 
terial of all kinds close at hand, will be 
an active competitor. 


* * * 


OOKING ahead, therefore, there is 
no reason to fear for the future of 
Illinois Central. Even if the dividend 
should be reduced, owing to temporary 
conditions—as St. Paul’s was in 1912— 
this would scarcely reflect on the future 
value of the stock. It would, in fact, be 
good management to conserve the com- 
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pany’s resources just at this time in 
order to provide for future expansion 
and larger returns. 

This does not touch the broader ques- 
tion of higher operating costs or restric- 
tive legislation on railroad rates. If the 
roads have to pay more for everything— 
capital, labor and materials—and yet 
cannot raise their rates, manifestly their 
profits must suffer. In this respect Illi- 
nois Central is apparently no better off 
and no worse off than other systems. But 
most of us believe that the roads will in 
the end get substantial justice from the 
American people, and the opportunity to 
live and to earn reasonable dividends. 

The fact that Illinois Central stock 
has recently sold at lower prices than in 
the panic of 1907 has attracted consider- 
able attention. Bargain hunters are in- 
quiring if this is the time to pick it up, 
and nervous holders are asking where 
the decline will stop. 

Naturally there is no definite answer 
to these questions. To a great extent 
future prices will depend on future con- 
ditions, which must appear before they 
can be analyzed. It remains to be seen 
whether increased business resulting 
from growth of territory and opening of 
the Panama Canal will offset increased 
operating costs in coming years. 





ge carefully to any extraordinary rise in a stock which may be ex- 


changed for bonds through conversion. 


The large rise may be an 


effort to get the bondholders to rush to exchange and may not mean that 
dividends will be paid or that a larger distribution is imminent which would 
make the exchange advantageous and profitable. 





¥ possible, get a reasonable knowledge of the country and general condi- 
tions around the railroad property the bonds of which you hold. 
this independent of the banker’s circular. 


Get 
You can then judge to a fair 


degree the amount of optimism that has been injected into the statements 


of the circular. 


This applies particularly to small railroads. 
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Who Shares the Copper Pie in the Western Hemisphere 
Based on 1913 Production 








Estimated Present Earnings Per Share of Prominent Copper 
Companies on Basis of 14c. Copper 





Amalgamated Copper ’ Greene Cananea 
Anaconda Copper . Miami Copper 
eo ae Nevada Consolidated 
British Columbia , North Butte 
Calumet & Hecla . Old Dominion 
Calumet & Arizona ‘ Phelps-Dodge 

Chino Copper ‘ Ray Consolidated 
Copper Range . Tamarack 

Giroux Consolidated ........ . Utah Copper 
Granby Consolidated Wolverine 














Earnings and Dividends 


The Position of Standard Stocks Viewed in Perspective 
By GEORGE C. MOON 








In the June issue of this magazine, under the title “The Seven Ages of a Stock,” 


Mr. 
decay, and several 
continue along simi 


yckoft showed how every company has its a of growth, prosperity and 
raphics were given illustrating t 
lines, taking up other securities. 


¢ idea. In the present article we 
A similar article appeared last 
] 


month and the same plan will be followed in several future articles —Ed. 


ceding chapters of this series of 

articles will readily appreciate the 
value of the pictures of the dividend 
status of the stocks selected for that pur- 
pose. At the same time it should be 
understood that the matter is treated in 
a rather broad way. Therefore the 
diagrammatic illustrations must not be 
taken too literally as being conclusive 
forecasts of the future. 

It is, however, practically certain that 
whenever a weakness appears in the divi- 
dend position of individual stocks, it is 
apt to be the forerunner of further 
trouble. Often it is a gathering of the 
clouds that betoken the coming storm. 

In many cases of this kind, the graphics 
will show a cumulative lowering of the 
margin of safety that calls for the exer- 
cise of caution at the present time and 
suggested possibilities of a more serious 
situation in the future. 

A sufficient period is covered by the 
illustrations to afford a comprehensive 
test. Good and bad business conditions 
have in the interval had ample opportu- 
nity to show their respective effects upon 
the yearly results. Probably no fairer 
exhibit could be adopted for the purpose. 

AMERICAN CAR & FOUNDRY. 


As the giant of the equipment group, 
Car & Foundry does not show as large 


5 ere who have followed the pre- 


‘12 ‘18 


as the magnitude of gross earnings 
would lead one to expect. Thus in 1907 
gross jumped from $61,000,000 in the 
year before to $100,000,000, but profits 
represented only 11 per cent. of that sum. 
In 1908, gross was somewhat larger but 
the ratio of profit smaller. Both of these 
were abnormally large business years, 
however, and never again even ap- 
proached. 

The graphic shows a wide variation 
in earnings on the common, but it will 
be noticed that the dividends paid were 
always actually earned, although occa- 
sionally the margin was small. Com- 
petition has narrowed profits in recent 


years, but there is hardly any just ground 
to assume it will work to any greater 
disadvantage in the near future than has 


been experienced already. The manage- 
ment followed a conservative dividend 
policy, and in that way has accumulated 
a large working capital. 

The highest dividend rate ever paid 
was 4 per cent. in 1903. The next year 
dividends were reduced to 1 per cent. 
and omitted altogether in 1905-6. This 
conservatism has established confidence 
in the common among investors and 
given assurance that whatever dividend 
declarations the management may make 
from time to time will be legitimate and 
based upon actual operating results. 


Pr? _ eh a 





EARNINGS AND DIVIDENDS. 


AMERICAN LOCOMOTIVE. 


There is a marked contrast to Car & 
Foundry in the story told by the graphic 
which illustrates the dividend record of 
American Locomotive. The poor show- 
ing of 1909 is, of course, a reflex of the 
business disturbance of 1907-8. A pe- 
culiarity of the equipment business is the 
fact that the effects of a general business 
depression are not shown in earnings for 
a considerable length of time after it 
occurred. This is due to the filling of 
orders booked long in advance of de- 
livery. Consequently we find an explana- 
tion of the deficit in 1909 of about 3 per 
cent. on the common shown above, so 
long after the upheaval. Recovery was 
slow and did not hold, culminating in 
1912 with only a fraction of 1 per cent. 
earned on the common. 

In the twelve years of its corporate 
existence, the company has paid divi- 
dends in only three. It is therefore not 
at all surprising to find that uncertainty 
regarding payments on the common is 
reflected in the market price on occasions 
when current earnings were compar- 
atively large. The vicissitudes of the 
company’s business are a menace to divi- 
dend expectations, especially while fixed 
charges consume so much of the yearly 
profit and capital requirements remain 
so exacting. 


$ 


ATLANTIC COAST LINE. 


In recent years net earnings of the 
Atlantic Coast Line have been remark- 
ably uniform and, as the graphic shows, 
left a comfortable surplus over dividends. 
The unsatisfactory results of the two 
lean years of 1907-8 were quickly over- 
come. Earnings immediately thereafter 
started upward and maintained a con- 
tinuous stability during each of the four 
subsequent years. The road has been a 
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large factor in the great industrial de- 
velopment of the South and is reaping 
the reward to which its efforts in that 
direction properly entitle it. 

From a rather small beginning with 
the old Richmond and Petersburg Rail- 
road, whose charter dates back to 1836, 
as a basis, the Atlantic Coast Line has 
welded a number of lines into an ef- 
fective system of about 4,500 miles. 
This serves all the Atlantic Coast States 
south of Richmond. Reaching further 
afield, the company secured control of 
Louisville & Nashville with a main line 
running from Cincinnati to New Or- 
leans. It is therefore reasonable to 
assuine that the company occupies a 
favorable position to profit from what- 
ever benefits are to accrue to our trans- 
portation companies from the anticipated 
Panama Canal traffic. Viewed in this 
way, the future dividend outlook is most 
encouraging. 

NORTHERN PACIFIC. 


Northern Pacific closes the fiscal year 
of 1913 much better than was looked for 
in the opening months of the term. The 


record, as illustrated by the graphic, 
makes a commendable exhibit of the re- 


sults for eight years. While the margin 
is not as broad now as it was formerly, 
the reasons are thoroughly understood. 
They are associated with the problems 


1906 ‘06 ‘09 ‘12 ‘13 
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with which all our roads are face to face. 
Good crops play an important part in 
the operating results of this road and 
the harvest outlook in the northwest sec- 
tion this year is most gratifying. Despite 
fears of disastrous competition in its ter- 
ritory, the road has always managed to 
pull through in good shape. 

Large gross earnings have permitted 
the company to make liberal applica- 
tions to maintenance and improvements. 





THE MAGAZINE OF WALL STREET. 
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PFD. 


GREAT NORTHERN PREFERRED. 


Invariably pointed to as the most scien- 
tifically operated road in the country, 
Great Northern’s dividend status justi- 
fies most optimistic conclusions regard- 
ing their permanency. The “preferred” 
is the only class of stock which is out- 
standing, and the company has dealt gen- 
erously with its holders in the past. In 
addition to regular dividend payments, 
shareholders benefited from “rights” on 
several occasions, the most valuable of 
them being a pro rata distribution in 
1906 of iron ore properties certificates 
which subsequently sold as high as 
8814. These rights are not included in 
the dividend history shown by the chart. 


WESTERN UNION. 
The uncertainties formerly associated 
with Western Union largely vanished 
when the American Telephone & Tel- 
egraph Company acquired a working in- 
terest in the property in 1909. Evidences 
of improvement in administration of the 


company’s affairs have been constant and 
the property has otherwise materially 
benefited through the change. The slight 
margin over dividends which the graphic 
shows might be misinterpreted unless ex- 
plained. The facts are that when the 
new management assumed office a most 
drastic house-cleaning followed. Radical! 
changes were inaugurated in bookkeep- 
ing methods, inventory values, etc. De- 
preciation and other charges were offset 
by larger appropriations than ever be- 
fore. Hence notwithstanding the great 
improvement in gross, net earnings con- 
tinue to represent heavy deductions for 
maintenance, improvements and depreci- 
ation and thus reduce the final net. This 
is not a bearish argument, however. It 
means increased equities and a larger 
earning power for the stock, more cer- 
tainty of future dividend payments and 
a better situation generally. 

UNITED STATES REALTY AND 

MENT. 


This company has been operating in 
its present form since 1904 only. There- 


IMPROVE- 


fore the above graphic gives substantially 


a complete outline of the entire dividend 


‘O7 


an 


IMP. 
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history as dividends did not begin until 
1907. There has been but little variation 
in earnings during the last five years. 
This uniformity would indicate that 
any future narrowing of the margin 
over dividends would doubtless be tem- 
porary. 








Monthly Net Earnings 








Ts table gives the returns of the principal railroads down to latest dates available, 
and should be studied in connection with the “Bargain Indicator,” which shows 
annual results, and the “Investment Digest,” where other details of earnings will often 


be found. 
Stock outstanding 
(in millions). 
Current Change from Fiscal yr. Change from eeetieaien 
month. last year. to date. last fisc. yr. Pref. Com. 
Atch., Top. & S. Fe....... May $3,244,708 —$185,635 $36,501,072* +3,158,796 114 174 
Atlantic Coast Lineft....... May 610,490 —108,335 9,507,969" +-381,692 dee 67 
faltimore & Ohio.......... May 2,675,981 —47,381 25,476,207* +65,938 59 152 
Boston & Maine. —e 790,323 432,682 9,245,600* —526,393 3 39 
Buff., Rochester & P ‘ittsb. . May 322,788 +44,197 2,956,899" + 244,309 6 10 
Canadian Pacifict May 3,504,030 - 485 42,618,120* +-3,166,479 66 
Central of Georgia........ May 133,490 »247 3,401,156* —382,841 15 
Central R. R. of N. J.....May 911,855 38,415 12,535,709* + 1,489,552 None 
Chesapeake & Ohio........ May 898,326 +34, 9,569,365* —943,721 éae 
Chicago & Altont......... May 161,619 —88,15 1,872,933" —1,032,951 19 
Chic., Burl. & Quincy . 1,332,028 205,05 28,412,320* +3,946,426 None 
Chic. Gt. Western......... y 230,706 74, 3,396,469* +849,089 41 
Chic., Mil. & St. Paul..... May 2,123,591 37,75 28,857,511* +-9.037,449 116 
Chic. & Northwesternt....May 1,509,314 238,232 22,361,933* +-4,033,591 22 
Cleve., Cin., Chi. & St. L.May 263,107 199,738 1,322,569F —1,007,157 10 
Colorado & Southern...... May 330,322 + 59,916 4,245,458* +114,741 Ist, 8; 2d, 8 
Delaware & Hudson....... May 692,995 + 315,375 3,542,710F +-1,313,227 None 
Del., Lack. & Western....May 1,266,113 +813,354 14,055,447* +2,853,949 None 
Denver & Rio Grandet....May 408,280 +998 6,117,610* +1,225,569 49 § 
EE” SbesneesGeunsedesede May 1,634,088 +741,933 14,674,977* +2,191,240 Ist, 46; 2d, 16 112 
Great Northern May 2,504,045 +778,153 30,435,491" +3,891,540 209 None 
Hocking Valley May 286,162 +45,712 2,513,726* + 68,533 None 11 
Illinois Centralt ..........May 1,070,875 +225,109 10,023,543* +3,327,579 None 109 
Kansas City Southern..... May 338,555 + 102,920 3,690,310* +-985,956 21 
Lake Erie & Western...... May 96,786 +16,061 414,174 +33,164 11 
Lake Shore & Mich. So....May 1,519,951 + 389,581 7,340,032+ +1,059,121 None 
Lehigh Valley ......ss00:. May 1,217,647 + 546,859 12,802,727* + 2,389,087 see 
Long Islandt May 251,469 +27,958 360,064+ +77,683 None 
Louisville & Nashville..... May 878,716 —286,497 13,944,492* — 1,695,799 None 
Michigan Central May 877,005 + 217,474 3,883,323¢ +454,611 None 
Minn. & St. Louist....... May 146,963 +-26,072 2,408,377* + 1,138,410 5 
Minn., S. P. & S.S. Mariet..May 378,165 —92,867 7,667 ,384* + 1,685,648 12 
Mo., Kansas & Texas...... May 564,072 +87,319 9,103,154* +2,711,970 13 
Missouri Pacific May 1,708,273 + 280,873 16,037,386" +3,848,677 None 
National Rys. of Mexico§.May 832,998 + 178,436 20,855,695* —1,039,080 Ist, 57; 2d, 240 149 
N. Y. Cen. & Hud. River.May 2,711,234 + 542,983 10,873,550t +-2,495,464 None 222 
N. Y., Chic. & St. Louis. ..May 178,489 —82,929 928,610f —183,404 Ist, 5; 2d, 11 14 
N. Y., N. H. & Hartford...May 1,281,514 —440,117 19,354,819* —1,269,630 None 157 
N. Y., Ont. & Western....May 225,402 + 235,140 2,451,605* +883,843 None 58 
Norfolk & Western....... May 1,279,703 +8,658 13,974,902* + 1,083,798 22 99 
Northern Pacific May 1,647,814 —79,413 25,745,522* + 2,574,079 None 248 
Pennsylvania R. R.t...... May 3,629,158 +7,531 14,058,655¢ —130,664 None 453 
Pere Marquettet ......... May 208,533 —47,725 2,990,750* +683,137 12 14 
Pittsb., Cin., Chi. & St. L.t.May 528,965 —183,651 1,687,234¢ —1,882,939 27 37 
Reading Companies ....... May 1,744,795 +1,182,228 24,044,523* +7,310,211 Ist, 28; 2d, 42 
Rock Island Lines......... May 1,326,296 —47,843 16,722,926* +1,581,909 49 
Seaboard Air Linet....... May 639,850 + 163,964 6,264,812" +889,506 23 
St. Louis & San Fran.t...Apr. 797,619 + 138,246 11,304,214* +1,552,682 Ist, 4; 2d, 15 
St. Louis Southwesternt...] 781,199 —40,383 3,455,137* +519,274 
Southern Pacifict May 3,559,972 + 286,697 40,947,274* + 4,236,601 
Southern Railway M 1,296,707 —213,810 18,867,793* + 332,679 
Texas ifi May 79,843 +79,424 3,275,863* —488,693 
Tol., St. i” & Westernt..) 132,724 1,170,936* + 246,122 
Union Pacifict ‘M y 2,275,825 > 31,991,921* +-3,132,288 
Wabash y 502,585 . 6,626,108* 
Western Marylandt May 151,918 1,638,410* 10 
WwW Wheeling & Lake Erie May 152,195 —30,574 1,847,171* —356,4 38 Ist, 4,; 2d, 11 


*Fiscal year ends June 30. {Fiscal year ends Dec. 31. {Net earnings are after deducting taxes. 
§These results are in Mexican currency. 
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The Investment Digest 








|= items below are condensed from leading financial and investment publications 
and from official sources. Neither “The Magazine of Wall Street” nor the authori- 
ties quoted guarantee the information but it is from sources considered trustworthy. 
We endeavor to present in a few words the essential facts in regard to each company. 
For additional earnings, see also “Bargain Indicator” and “Monthly Net Earnings.” 


Allis-Chalmers. — REORGANIZATION 
NEARLY COMPLETED.—Committee of the 
old Co. now winding up its affairs. Practic- 
ally all bond holders participated in reorgani- 
zation and 90% of each class of stock. In 
about 30 days a statement of financial condi- 
tion and estimated earnings will be issued. 
About Nov. 1 Co. will issue report of earn- 
ings from Apr. 15 to Sept. 30. Thereafter Co. 
proposes regular qrtly. statement. 


American Agricultural Chemical.—DE- 
CREASED EARNINGS.—yYears 1912 and 
1913 have been only poor yrs. Co. ever had. 
For 10 yrs. 1901 to 1910 gross and net steadily 
increased, with balance on com. growing from 
less than 4% to 10.5% in 1910. In current 
yr. balance for common will be 6% to 6%4% 
against 7.3% in 1912 and 9% in 1911. Unless 
conditions become still worse, management 
has every confidence that 4% com. div. can be 
paid. This Co. has suffered from chaotic con- 
ditions in fertilizer industry resulting from 
mismanagement of International Agricultural, 
but it is believed that this situation is now 
improving. 


American Can.—EARNINGS.—Probable 
that increase in net earnings for 1913 will fully 
equal additional interest charge of $650,000 on 
the new 5% bonds, leaving div. balance on 
stock equal to 1912. Sales always show 
peculiar resistance to depressed business con- 
ditions, since Co. sells bulk of its product for 
food containers and food products must move 
regularly whether business is good or not. As 
variety of products is not less than 40,000, 
failure of any one food crop affects but small 
part of total business. Gross sales 6 mths. 
ended June 30 were about 12% more than 
prev. yr. Directors are likely to postpone 
paying off remainder of accumulated pref. 
divs. until last meeting of yr. 


American Car & Foundry. — PROS- 
PECTS.—Co. has orders insuring continuous 
operation until Oct. By that time revival of 
railroad buying is expected, especially if crops 
are good. Last fisc. yr. to April 30 showed 
earnings of 4.1% against preliminary esti- 
mates of 6% or 7%. On basis of 1912 ex- 
penditures for renewals and replacements Co. 
actually earned nearly 7% but this yr. outlay 
for above purposes was $2,211,000, an increase 
of $856,000, or a sum equal to 28% on com.— 
Accounts receivable Apr. 30 were $18,147,000 
or nearly double prev. yr. Co. is evidently 
accepting deferred payments for some equip- 


ment. Inability of R. R.’s to finance their 
requirements has thus affected equipment Cos. 
Present div. is probably safe enough but any 
larger distribution must wait. 


American Power & Light—EARNINGS. 
—Total gross of all Cos. for year ended Apr. 
30 was $5,418,000. Of this, 54% was from 
electric light and power, 31% from artificial 
gas, 8% from natural gas, 4% from railway 
operations, and 3% from water projects. 


American Smelting & Refining —GOV- 
ERNMENT SUIT RUMORED.—Reported 
that Attorney-General will proceed against Co. 
under Sherman Law. Form of suit not de- 
termined but believed that McReynolds is 
seriously considering criminal action. Smelt- 
ing operations in Mexico are running about 
75% of normal but the mining end is not do- 
ing so well. In view of Mexican difficulties, 
results have been as good as could be expected. 


American Telephone & Telegraph— 
NUMBER OF STOCKHOLDERS.—Co. 
now has largest stockholders’ list in its his- 
tory—about 54,000 names against -50,000 first 
of yr. and 47,000 January, 1912. About 60,000 
shares are held in France and nearly as much 
in England. All French stock is counted 
under one name although probably held by 
10,000 or 15,000 small French investors. Total 
foreign investments in Telephone are doubt- 
less over $10,000,000. There has been some 
swapping by investors of stock for the 414% 
bonds, which gives bond safety with stock 
income up to March 1, 1915, when convertible 
privilege of bonds begins. However, this in- 
volves risk of loss of any rights which may be 
given on stock during that time. 


American Woolen—DECREASED OP- 
ERATIONS.—As a result of depression in 
worsted trade, Co. is operating plant at about 
25% capacity or less. At least 15,000 opera- 
tors are idle in Lawrence. Big woolen and 
worsted mills through the country are run- 
ning short time. Garment workers’ strike 
early in the yr. and tariff agitation have dis- 
turbed business. Action on next gqtrly. div 
will be taken in Sept. Fact that com. stock 
holds relatively firm in price shows some con- 
fidence regarding future of Co. under new 
tariff. 

American Writing Paper—CHANGES 
IN MANAGEMENT.—Co. is putting $2,000- 
a-yr. men in place of $5,000 men. Some claim 
this proves current earnings poor and that 
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efforts are being made to maintain the 2% div. 
on pref. stock. The Co. began business with 
$17,000,000 debt and less than $10,000,000 gross 
earnings so that $850,000 annual interest 
charges and sinking fund of $150,000 have had 
to be met every yr. It is to credit of old man- 
agement that it built up physical condition of 
properties and has been able for several yrs. 
to pay small div. on pref. Business in 1913 is 
only moderate with prices stationary and rela- 
tively high cost of production. 


Atchison, Topeka & Santa Fe.—CON- 
VERSION OF BONDS. —Co. enters new fise. 
yr. with about $191,000,000 com. stock, an in- 
crease of $21,000,000, due to conversion of 
bonds. In 7 yrs. Co.’s com. stock has risen 
from $102,000,000 to $191,000,000 through bond 
conversion. With all bonds converted, com. 
would stand at $240,000,000 and div. balance 
for last yr. would equal 7% on this sum. 
This of course includes no allowance for in- 
creased earnings naturally to be expected be- 
fore bonds are all converted. 


Atlanta, Birmingham & Atlantic—NEW 
FORECLOSURE.—Decree has been entered 
on property of road, including Georgia Ter- 
minal Co. and Alabama Terminal, to insure 
payment of $4,700,000 receiver’s certificates. 
This is regarded as a precautionary measure, 
as interest on the certificates is not yet in 
default. 


Atlantic Gulf & West Lines.—INSUR- 


ANCE.—Co. has effected a saving of 15% to 


20% in marine insurance, due to excellent 
record of past 3 yrs. and to purpose of direc- 
tors to institute a scheme of self insurance 
had old rate of premiums been insisted upon. 


Baltimore & Ohio—HEAVY TON- 
NAGE.—John F. Stevens has inspected 3,500 
miles of road at request of Pres. Willard and 
says, “Road compares with best in country. 
Main line Baltimore to Chicago is second to 
none—rails all 100 Ib., ballast ample and 
physical condition excellent. Problem is to 
handle great business at extremely low rates, 
necessitating minimum expenses. Between 
Cumberland and Baltimore traffic has already 
reached 6,000 tons a mth. I doubt if any- 
where else in the world such tonnage is being 
handled with same track facilities. Co. is 
spending $6,000,000 on the Magnolia cut-off to 
save 5 out of 11 miles and gain an additional 
track. Co. serves 8 or 9 coal regions, not one 
of which has reached its maximum. All can 
produce for 14 generations. Gross this yr. 
will be about $100,000,000. In 10 yrs. it will 
be $150,000,000.” 


Boston & Albany.—SALE OF BONDS.— 
Demonstrates that a liberal interest return 
will bring buyer and seller together. Yield 
of 4%% on the new issue of course brings the 
old bonds to that level. Not in 30 yrs. have 
this Co.’s securities been offered to yield as 
much, showing extreme depression of high 
grade bonds. 


Bangor & Aroostook.—EARNINGS.— 
For 10 mths. ended April 30 deficit after fixed 
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charges and taxes was $160,498 against sur- 
plus of $118,046 last yr. 


Boston & Maine—PROBABLE DEF- 
ICIT.—Net earnings have fallen off in 1913 
and may not cover fixed charges. Total net 
will not be much above $8,200,000 while fixed 
charges will be about $8,000,000. 


Brooklyn Rapid Transit—EARNINGS.— 
In 1913 fisc. yr. total income increased 3.7% 
over prev. yr., as compared with increases of 
5.6% in 1912, 5.1% in 1911 and 6.1% in 1910. 
Question has arisen how net earnings will 
fare as result of sale in 1912 of $40,000,000 5% 
6-yr. notes, but these notes were issued for 
subway construction so that entire interest 
charge is a construction obligation until the 
subways go into actual commission. Thus 
net for B. R. T. divs. will be unaffected and 
div. balance will be about 9% on stock. Div. 
rate 6%. 


Buffalo, Rochester & Pittsburgh.—For 11 
mths. surplus after fixed charges was $1,909,- 
000, a gain of $401,000 over last yr. 


California Petroleum. — A DUTCH 
VIEW.—Pref. stock was introduced last yr. 
at Amsterdam at 987% and was recently quoted 
at 58. Severe criticism is made there of re- 
cent figures. Management gave out net profit 
quarter ended Dec. 31, 1912, $527,000, and for 
quarter ended March 31, 1913, $535,000, out 
of which 7% on pref. and 5% on com. have 
been paid. Apparently depreciation of prop- 
erty was not allowed for, as valuation March 
1, 1912, was $32,730,000 and since then not a 
single dollar has been written off out of 
profits for depreciation of fields or machinery. 
Moreover, original valuation of property is 
considered far from conservative. Profits re- 
ported for last quarter of 1912 represent in 
part profits resulting from higher valuation of 
stock not yet sold. “Actual profits in that quar- 
ter were $248,000 whereas $400,000 was dis- 
tributed in divs. Another criticism is that 
liquid assets amount to only $818,000, com- 
posed of oil at market price, materials, debts 
and cash—too low a working capital for a Co. 
with a share*capital of $28,000,000 outstanding 
and funded debt of $2,000,000. Dutch public 
has a feeling of anxiety that Co. may fall into 
difficulties owing to manner of conducting 
business. 

Canadian Pacific.—ADDITIONAL 
STOCK.—No official announcement yet as to 
contemplated issue of $60,000,000 additional 
stock as reported. Co. will spend something 
like $100,000,000 in improvements to its main 
line, terminals and branch lines. Within 5 
yrs. Co. expects to have its whole trans- 
continental line double tracked.—Contract 
awarded for double-track 5 mile tunnel 
through Selkirk mountains nearly 500 feet 
below present level. Co. has never before 
rushed construction work as now. Invest- 
ments in terminals in Montreal within a few 
years have been $10,000,000 and this fall will 
complete line Montreal to Toronto, with 
terminals in Toronto rivaling Montreal. 
Yards at Winnipeg have 180 miles of track 
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and most complete and economically laid out. 
At Calgary immense terminals are building, 
including a $2,000,000 hotel. In Vancouver, 
Co. is extending its hotel to surpass anything 
in Canada or on the Pacific Coast and new 
wharves, docks and terminals will cost $20,- 
000,000. Co. owns some 20, business or 
building lots in Vancouver, valued $40,000,000 

to $60,000,000, and miles of ocean harbor 
frontage. Right of way from Vancouver to 
Ottawa River on the main line is exempted 
from taxation forever. Co. still has 7,000,000 
acres of choice farm land, which is rising in 
value; owns over 100 ships on the lakes and 
ocean ; and its ownership of mines, forests and 
waterp wer is reckoned in tens of millions. 
Securities issued against the Railway are only 
$36,000 a mile. Can. Pac. is sandwiched in 
between other Canadian and American Rys. 
which cannot stand lower rates without dis- 
astrous effects. 


Central Leather—GOOD EARNINGS.— 
First 6 mths. of 1913 will show div. balance 
equal to entire yr’s divs. of 7% on pref. stock. 
Price of hides has been rising so that remain- 
ing months of yr. will not equal 1912. How- 
ever, lumber business has been improving. 
Sales of lumber will exceed 1912 and prices are 
10% to 15% higher. 


Chesapeake & Ohio —OUTLOOK.—Co. 
will earn 5%% for yr. ended June 30, as a 
result of extra divs. of 414% by Hocking Val- 
ley and 1% by Kanawha & Michigan. These 
extra divs. gave C. & O. about $430,000 addi- 
tional without strain on either sub-Co. Coal 
strike is threatened in the New River district. 
Officials say enforcement of 2c. passenger law 
in W. Va. will not affect earnings more than 


$150,000. 


Chicago & Eastern Illinois —RECEIV- 
ER’S CERTIFICATES for $4,000,000 have 
been issued to meet interest on bonds and to 
repair and improve rolling stock. Certificates 
bear 6% interest. 


Chicago Great Western.—IMPROVED 
CONDITIONS.—Surplus of 34% or 4% is 
indicated for pref. stock. The ro%d is in good 
physical condition and operating expenses are 
well in hand. Co. has developed into a good 
freight route and is likely to continue increas- 
ing its hold on business in the Central North- 
west, where competition is strong. 


Chicago, Milwaukee & St. Paul.—RE- 
SULTS FOR YEAR.—Earnings will cover 
pref. divs. and leave balance for com. equal to 
about 7.5%, against 1.5% actually earned in 
prev. yr. In 11 mos, of fise. yr. almost 4 of 
N. Pac. gain in gross went into higher operat- 
ing expenses, against 31% of St. Paul’s gain. 
N. Pac. transportation ratio was 32.6% against 
32.9% last yr., while St. P. reduced its 1912 
ratio of 41.5% to 374%. No indication that 
existing div. rate on St. Paul com. will be 
changed at July meeting. 

Cities Service—EARNINGS.—For 12 
mos. ended May 31, surplus after divs. was 
$364,912, gain of $92,000 over prev. yr. Total 
accumulated surplus May 31, $83 000. 
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Colorado Fuel & Iron—BONDS CAN- 
CELLED.—Debentures amounting to $14,067,- 
000 have been cancelled by vote of over 63% 
of the stock. They will be taken up by issu- 
ance of a supplemental mortgage. 


Colorado & Southern.—EARNINGS.— 
Surplus for 11 mos. ended May 31, after all 
fixed charges, was $1,685,000 aaginst $1,486,000 
last yr. 


Consolidated Gas —-SALE OF NOTES.— 
Co. has sold $15,000,000 8 mos. 6% collateral 
notes and bankers are offering them to yield 
6%4%. They are direct obligation of Co., se- 
cared by a pledge of $15,000,000 par value of 

Y. Edison stock. N. Y. Edison gets 5% 
af gross earnings from electric signs along 
the “Gay White Way.” Co. does 80% to 85% 
of this business along Broadway from 23rd 
St. to Columbus Circle. Total operating rev- 
enue from the sign business is about $2,000,000 
annually. The “Chariot Race” is largest sin- 
gle item—about $6,000 per yr. 


Crex Carpet—BUYS LAND.—Co. has 
bought 11,000 acres of twine grass producing 
marsh land north of Grantsburg, Wis., at price 
of $33 an acre. This will be heaviest grass 
shipping point in the Northwest. 


Denver & Rio Grande—IMPROVE- 
MENTS.—Budget for 1913 allows $5,000,000 
for improvements and new equipment as fol- 
lows: Equipment, $2,500,000; rails, tracks and 
road-bed, $700,000; bridges, $300,000; new en- 
ginehouse and coal chutes, $150,000; shop 
tools, $60,000; machine ditchers, $40,000; fenc- 
ing and miscellaneous, $200,000. Gross earn- 
ings last fisc. yr. were largest in history and 
surplus over all charges and adjustment bond 
interest exceeded $1,700,000. 


Detroit United—GOOD EARNINGS.— 
Co.’s various disputes with City of Detroit have 
apparently had no effect on its earning capac- 
ity. Increase in surplus after charges 5 mos 
of 1913 was 19.3%. If this gain were con- 
tinued throughout yr., 19.5% on capital stock 
would be shown. In 1912 $600,000 was charged 
out of surplus for depreciation, etc. If same 
charges were made this yr. 14.7% would he 
left for stock, on which 6% divs. are now 
paid. With franchise troubles out of the way 
Co. would be able to increase divs. even at 
lower fares than now charged. 


Diamond Match—CURRENT EARN- 
ING.—Gross business large but net profits 
smaller than for two years past. First 5 mos. 
of 1913 earnings were at rate of 12% or 13% 
on stock, or about the same as prev. yr. Pro- 
posed reduction in duty on matches will not 
greatly affect Co. 

Erie—A BIG YEAR.—For 1913 fisc. yr. 
Erie will show surplus after charges equalling 
48% on com. stock after 4% allowed for divs 
on both classes of pref. Balance for divs. of 
over $8,000,000 this yr. compares with $3,377,- 
000 in 1912. This showing is due in part to 
various sums received from Co.’s coal proper- 
ties taken from surpluses of former yrs. How- 
ever, independent of this special income, Co.'s 
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surplus would be more than $1, 000,000 greater 
than 1912, after allowing full yr.’s interest on 
$10,000,000 notes sold April, 1912. Gross reve- 
nues in 1908 were $50,000,000; this yr. over 
$62,000,000. 


Federal Light & Traction—GOOD 
PROSPECTS.—For 12 mos. ended May 31 
gross earnings increased 15.1% over prev. yr. 
and net 19.1%. Operating efficiency stated to 
be never better than at present. 
expended for improvements, additions and bet- 
terments in recent years, and effects are now 
reflected in operating results. Co. owns and 
controls about 20 gas and electric companies, 
principally in the Southwest, the territory 
served having population of about 200,000 and 
growing rapidly. The controlled Cos. are 
practically without competition. 


Federal Mining & Smelting —EARN- 
INGS for 9 mos. $724,000, or more than 
enough to pay full yr’s 6% div. on pref. 


Ford Motor.—$10,000,000 DIVIDEND.— 
Officials refuse to confirm or deny report that 
Co. has declared $10,000,000 cash dividend. Re- 
ports are that Henry Ford will get $5,800,000 
as his share, James Cozens $1,150,000, the Gray 
estate $1,050,000 and Dodge Brothers $1,- 
000,000. 


General Electric—NEW PRESIDENT. 
—E. W. Rice Jr., just elected president, has 
long been identified with Co. More than 100 
patents have been issued in his name. In ad- 
dition to technical ability as engineer and in- 
ventor he has unusual commercial insight and 
executive ability. 

General Motors. — SATISFACTORY 
BUSINESS.—Gross sales for May exceeded 
all former records with total of $10,646,000. Up 
to June 1, Co. had produced over 48,000 cars 
against 37,500 for same period of 1912. 


General Petroleum —ESTIMATED 
PROFITS.—Management estimates net profits 
for yr. beginning July 1, 1913, at $1,254,000, 
which would exceed fixed charges by 2% times 
when all floating indebtedness is converted into 
bonds. Among assets are 4 refineries (2 oper- 
ating and 2 building), 24,000 acres oil fields in 
Cal., 23,000 acres in Mexico, and tank storage 
capacity for 2,000,000 bris 


Goodyear Tire and Rubber. — PROS- 
PECTS.—Vice-President Seiberling says: 
“We shall be satisfied with 25% increase in 
sales over last yr. Appears to be general 
slowing up in business and rubber goods trade 
has participated. We were hit pretty hard in 
March by floods and for two weeks were shut 
down. Reduction in tariff on rubber goods I 
do not think will hurt us. We are well pre- 
pared to meet foreign competition.” 


Great Northern.—YEAR’S SHOWING.— 
Balance for stock will be between 121%4% and 
124%% against 10.3% last yr. For 10 mos. 
maintenance of way exceeds prev. yr. by $2,- 
900,000 and maintenance of equipment exceeds 
prev. yr. by $150,000. Co. has 325 miles under 
construction. By fall will have 8,000 miles in 
operation. At Vancouver, Co. is extending ter- 
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minal facilities and is securing about 48% of 
competitive traffic in and out of that city. 


Illinois Central—DIVIDEND PROS 
PECTS.—If directors maintain 7% div., 1913 
annual report will probably show a deficit for 
12 mos. of more than $1,000,000. Strong senti 
ment in favor of continuing 7% div. and pay 
ing difference out of treasury from profit and 
loss surplus. (See special article in this issue. ) 


Interborough-Metropolitan.— GAIN IN 
GROSS.—Rapid Transit (sub-Co. of 1-M.) in 
fisc. yr. ended June 30 gained 4% over prev. 
yr. in gross business. Corresponding gain in 
1912 was 4.9%; 1911, 2.7%; 1910, 9.3% ; 1909, 
10.2%. I. R. T.’s balance for divs. was over 
21%, against 18.6% in 1912. Clearly the sub- 
Co. could pay more than 12% to Inter-Met., 
unless the requirements of new subway con- 
struction prevent. New York Railways (also 
a sub-Co.) is making an interesting experiment 
with a double-deck car on the Broadway line. 
The problem is to see if people will take the 
trouble to climb upstairs. There are now 185 
of the center entrance stepless cars in use and 
they are an unqualified success. 


International Agricultural—PRE- 
FERRED DIVIDEND.—No action on div. 
at recent meeting of directors. President 
Schmidtmann issued statement several mos. 
ago that pref. div. would not be paid. (See 
American Agricultural Chemical.) 


International Mercantile Marine-—NEW 
PRESIDENT.—H. A. Sanderson has suc- 
ceeded J. Bruce Ismay as president. Mr. San- 
derson has been director since 1906. In 10 
yrs. existence Co. has earned gross of $355,- 
221,000, of which 84% was paid for os 
and general expenses, leaving net of $56,40 
000. Fixed charges reduced this to $25, 199,000, 
representing net profits for 10 yrs. to end of 
1912. Steamship depreciation charges during 
this time were $21,896, or over 12% of 
present total capitalization. Tonnage capacity 
of fleet increased from 992,000 to 1,071,000 in 
10 yrs. No divs. have been paid on pref. stock 
amounting to $51,730,000; com. stock issued 
amounts to $49,931,000. Surplus for 1912 be- 
fore depreciation was 7.3% on pref. stock 
against 8.7% in 1911. 


International Nickel.— ANNUAL RE- 
PORT.—For yr. ended March 31, balance 
after pref. divs. was 11.8% on $38,031,000 com. 
stock. 


International Paper—COUNTERVAIL- 
ING DUTY.—There is a chance that a coun- 
tervailing tariff against any country which im- 
poses an export duty on printing paper, wood 
pulp, or wood for use in manufacture of pulp, 
may afford newsprint industry some relief un- 
der new tariff bill. Some of the Canadian 
provinces do impose such an export duty. At 
present about 900 tons of Canadian paper 
comes into America daily and by Dec. 31 this 
will be 1,200 tons, equal to 80% of I. P. Co.'s 
output when running at capacity. 


International Smelting & Refining —N EW 
CONTRACT.—Co. has contracted with 
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Idaho-Continental Mining Co. for treatment 
of silver-lead ores, and has made advances in 
order to develop property to productive stage. 
Until these are paid off the International will 
practically control the Idaho Company. 


Island Creek Coal.—EXTRA DIVI- 
DEND declared on com. stock, payable 
Aug. 1, $3 a share. At the same time new 
stock will be offered to stockholders at $50 

a share on basis of 6 new shares for every 
100 now held. This, with regular div. of 
$2, makes total of $5 per share for yr. 


Kansas City, Mexico & Orient—REOR- 
GANIZATION plans are asserted to be 
proceeding satisfactorily. Kansas City in- 
terests say property will be out of receiver’s 
hands next fall. Co. has traffic arrangement 
with M. O. P. and through passenger serv- 
ice, Kans. City to the Coast with Rock 
Island and So. Pac. Receiver Dickinson 
says earnings are running ahead of 
expenses. 


Kansas City Southern—RUMORS OF 
ST. PAUL CONTROL.—Kansas City re- 
ports that Co.’s stocks are being accumu- 
lated in the interest of C. M. & St. P. It 
is believed that St. Paul intends to follow 
the example of James J. Hill in acquiring 
Colorado & Southern as an outlet to Gulf 
ports for the Hill lines—Co.’s business now 
shows increase of 17% over last yr. Net 


corpinge for 11 mos. showed a gain of 40%, 
ill 


and w robably be a little over $3 a share 
for the fiscal yr. 


Lackawanna Steel—IMPROVED EARN- 
INGS.—First 6 mos. of 1913, Co. has earned 
at rate of 11%% on com. for yr. against 
3% in 1912 (practically all of which was 
earned in last quarter of yr.). Directors 
will meet latter part of July for div. action. 
One of the batteries of new open hearth 
furnaces was recently put into operation 
and another starts shortly. There are still 
4 more in course of construction. 


Loose-Wiles Biscuit—GOOD EARN- 
INGS.—Co. is showing nearly double the 
7% div. on its first and second pref. stocks. 
Since Jan. 1 gross business has averaged to 
increase 13%, which compares with a gain 
of 25% in 1912. The gain is really limited 
by capacity of plants. The big New York 
bakery will be in operation early in 1914, 
which will increase turnover decidedly. 
Co.’s cash position is strong and it is now 
loaning about $1,100,000 idle funds in the 
Street. Co. stole a march on National Bis- 
cuit in pega English crackers. A 
lower tariff may take some of this business 
away: but it is only a small per cent. of the 
whole. 


Massachusetts Electric. — STEADY 
BUSINESS.—For fisc. yr. ended June, the 
Bay State Street Ry. (Operating sub-Co. 
of Mass. Elec.) gained about 3% in gross. 
This compares with increases of 2.6% in 
1912, 3.7% in 1911, and 6.3% in 1910, which 
was the last really good year for New 
Eng. St. Rys. Net earnings last fisc. yr. 
were about the same as in 1912. Increased 
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cost of maintenance is, of course, the prin- 
cipal explanation. 


Massachusetts Gas. — PROSPECTS.— 
Earnings have never failed to show expansion 
in net since organization of Co. Net profits 
for 1913 will be double those of 1902. In 1906 
divs. were begun at rate of $2 per yr. advanced 
to $3 in 1907 and to $4 in 1911. Now follows 
.a third increase to $5. A feature of operation 
“which is highly satisfactory is steady growth 
in the coal department. 


May Department Stores.—INCREASED 
GROSS SALES in 1913 have led to talk of 
higher divs. on com. stock. President Schoen- 
berg is believed to be opposed to any increase 
at present. 


Mexican Petroleum.—EARNINGS for 
first quarter of 1913 were at rate of about 
21%% a yr. on the com. stock. If earnings 
continue at this rate talk of div. reduction will 
hardly be believed. In working capital, end of 
first quarter showed $3,645,000 compared with 
only $900,000 at the end of 1912. The increase 
came from sale of bonds and repayment of 
loans made to sub-Cos. Developments in the 
crude oil market seem to point to a combina- 
tion of good prices. 


Minneapolis & St. Louis—PROSPECTS 
ON 6% NOTES, which have only 7 mos. to 
run and are selling near 90, are considered 
somewhat uncertain. Last Jan. the maturing 
5% notes were refunded into 1 yr. 6% notes 
at a cost to yield 744% exclusive of banker’s 
commission. It is not known how many of 
this issue were left on the hands of under- 
writers. The road’s earnings for fisc. yr. will 
show handsome gain in both gross and net. 


Missouri Pacific.—THREE-YEAR 
NOTES.—A change has been made in col- 
lateral under the $25,000,000 3 yr. 5% notes— 
$5,000,000 6% Texas & Pacific stock having 
been withdrawn and $2,500,000 face value Iron 
Mt. 6% gold bonds substituted. This brings 
Iron Mt. bonds under these notes up to $22,- 
000,000 par value. 


National Lead—FAIR BUSINESS.— 
Indications favor a somewhat smaller flax seed 
crop than last yr. It is not expected that 
tariff reductions on lead will vitally affect Co.'s 
business. Earnings first half of 1913 were at 
rate of 4% or more on com. stock against 3.8% 
prev. yr. 

National Railways of Mexico.—RE- 
CEIVERSHIP RUMORS UNCONFIRMED. 

—No information has been received by N. Y. 
bankers or at local offices tending in anyway 
to verify rumors of receivership. Co. states 
that requirements for July 1 are fully in hand 
and no advices indicate anything other than 
ordinary operations. 

New York Air Brake—LARGE OR- 
DERS.—President Starbuck says: “Business 
for May was 80% ahead of last yr. and orders 
on books are 4 times last yr. Car output for 
5 mos. ended May, including orders on books, 
was within 12,000 cars of entire 1912 output. 
Co. has had no cancellations.” 
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New York Central—LARGE EARN- 
INGS.—For first 4 mos. of 1913, earnings were 
best in Co.’s history, for the same season. If 
they are maintained on same basis yr.’s earn- 
ings will be about 7% on stock, not including 
Co.’s share of undivided earnings of Lake 
Shore & Michigan So., which would, at the 
above rate, equal an additional 25% on 
N. Y. C. stock. 


New York, New Haven & Hartford.— 
INCREASED EXPENSES are due to two 
principal causes: Ist, track work has been done 
earlier in the yr. than usual and second, wages 
have been advanced until they are now $30,000 
a week larger than last yr. Net returns 
through the summer will compare with very 
good returns last yr., hence decreases may be 
expected. (See N. Y. Ont. & Western.) 


New York, Ontario & Western.—DIVI- 
DENDS RESUMED.—Co. has declared an- 
nual div. of 2% payable Aug. 4. It was passed 
last yr. because of strike in anthracite fields 
which reduced revenues. Div. applies to stock 
of record June 30, on probably the $583,000 
which goes to N. Y., N. H. & Hart., will not 
appear in that Co.’s ecm of 1913 fisc. yr. 


Northern Pacific—YEAR’S RESULTS. 
—In 10 mos. gross earnings increased $8,103,- 
000 over prev. yr. but only $2,653,000 was saved 
for net. Balance for stock yr. ended June 30 
was about 8%. Management has taken ad- 
vantage of increased gross receipts to build up 
the property after 2 yrs. of rather lean busi- 
ness. (See C. M. & St. P.) 


Ohio Oil—SURPLUS OF CRUDE OIL 
has decreased over 45% in last 12 mos., from 
16,636,000 bbls. to 8,990,000. Since middle of 
1912 Co.’s runs from wells have decreased 
mthly. High price of crude oil is probably the 
real reason for decline in Co.’s surplus. Co. 
filled its storage facilities with oil when prices 
were low and has derived a handsome profit 
from sales this yr. Belief is expressed that 
lower oil prices are not far off, in which case 
Co. might fill up its tanks again. 


Pacific Gas & Electric—DIVIDEND 
PASSED.—General opinion is that Co. was 
helped by passing com. div., as this will leave 
large sum available for completing construc- 
tion program. Surplus after depreciation, 
maintenance, bond interest and discount, and 
pref. divs., is now running close to $2,000,000 a 
yr. An immense construction program has 
been mapped out covering a series of yrs. and 
involving expenditures of millions of new capi- 
tal. This includes development of the Lake 
Spaulding hydro-electric power, construction 
of large system of high tension transmission 
lines and system of extensive irrigation ditches. 
These will require all available capital and 
also large expenditures from income. 


Pennsylvania—INCREASED MAINTE- 
NANCE.—Ohio floods were responsible for 
extraordinary expenses of maintenance of 
lines west of Pittsburgh but it is not clear 
why -maintenance charges of lines east of 
Pittsburgh should have increased nearly 22% 
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recently with increase of only 11% in gross 
business. Maintenance charges last yr. were 
well up to the level of the two preceding yrs. 
For 5 mos. Pa. R. R. maintenance increased 
18.9% over 1912 while net earnings decreased 
2.6%; Pa. Co. maintenance increased 30.9% 
and net earnings decreased 16.9%; P. C. C. & 
St. L. maintenance increased 38%, net earn- 
ings decreased 54.3%. In May Pa. R. R. de- 
voted 34% of gross to maintenance against 
31% for corresponding mos. of 1912. 


Philadelphia Rapid Transit—SURPLUS 
FOR YEAR.—Fisc. yr. ended June 30 will 
probably show surplus over fixed charges, 
against deficit of $150,000 prev. yr. Not since 
1905 and 1906 has Co. earned anything for 
stock and in some yrs. deficit has been over 
$1,000,000. This yr’s. showing is therefore 
encouraging. 


Reading —RESULTS FOR YEAR— 
Fisc. yr.’s increase in surplus should be about 
$7,000,000, making total of $15,100,000. Al- 
lowing $500,000 for sinking funds, $1,800,000 
for additions and betterments not chargeable 
to income, and $2,800,000 for pref. divs., bal- 
ance for com. would be about $11,800,000 or 
nearly 17% against 7.5% prev. yr. Remark- 
able increase in Reading earnings from rather 
indifferent showing of 1912 has been a feature 
of current R. R. yr. 


Republic Iron & Steel—WORKING 
CAPITAL.—Co. is well supplied with money 
and is lending several millions in Wall Street. 
For 6 mos. ended June 30, earnings were at 
yrly. rate of 7% on pref. and 10% on com. 
Orders on the books are close to 600,000 tons, 
or 7 mos. capacity. 


Republic Railway and Light—NOTE 
ISSUE.—Proceeds of $600,000 5% notes will 
be used for betterments. Co. owns 26 elec- 
tric railway, gas, and elec. light and power 
Cos. serving Youngstown, O., Sharon and 
Newcastle, Pa., and surrounding territory ; 
also electric light and power service in and 
around Ellwood City, Pa. A new central 
generating station of 22,000 H. P. has just 
been completed at Lowellville. 


Rock Island—EARNINGS of C. R. L. & 
P. Ry. (of which Rock Island Co. owns 94%) 
were about 5% last fisc. yr. A large increase 
in maintenance expenses was permitted by 
the big expansion in gross earnings, which 
reached a total of $71,000,000. Continued 
good business is expected. 


Seaboard Air Line —DIVIDEND PROB- 
ABLE.—Expected that divs. will be begun 
next Oct. Majority of directors favor dis- 
tribution and Co. is in position to pay divs. 
Some directors favor 4% yrly., others favor 
beginning with 2% yrly. Earnings for fisc. 
yr. are estimated at about 6% on pref. stock. 

Sealshipt Oyster—UNSATISFACTORY 
EARNINGS will be shown in fisc. yr. ending 
Sept. next. Probably fixed charges will not 
be covered. Last yr. even operating expenses 
were not met, deficit being $222,000 
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Sears-Roebuck.—C O NTINUED IN- 
CREASE.—In 6 mos. ended with June total 
sales were $44,909,000, an increase of 13% 
over prev. yr. 


Southern Pacific—NOTE ISSUE—Co 
has sold $20,000,000 1 yr. 5% notes, part of an 
authorized issue of $30,000,000. (See Union 
Pacific. ) 

Southern Railway.—LIBERAL MAIN 
TENANCE.—First 10 mos. of fisc. yr. Co. 
gained over $4,000,000 in gross and $500,000 
in net. Small gain in net was due to increased 
cost of labor and heavier maintenance ex- 
penses—$17,091,000 against $14,966,000 prev. 
yr. Fully 29% of gross has been used on up- 
keep against 28% in 1912 and about the same 
in 1911 and in 1910. Meantime, gross rev- 
enues for % of the yr. increased from $43,- 
000,000 to $52,000,000. Co. will apparently 
show over 4% earned on com. stock. 


St. Louis & San Francisco—PROGRESS 
OF RECEIVERSHIP.—Judge Sanborn will 
sign order directing receivers to pay (1) pay 
roll and running expenses, (2) interest on 
refunding bonds and receiver’s notes, (3) 
interest on underlying bonds, (4) claims of 
shippers and similar obligations not exceeding 
$200,000, (5) car trust certificates so far as 
possible. Permission has been granted to 
borrow $750,000, which, with $14,250,000 cash 
on hand, will enable Co. to meet current 
obligations. 


Texas Co—YEAR’S RESULTS.—Net 
profits for fisc. yr. ended June 30 were larger 
than prev. yr., when 8%% was earned on 
stock. Gross business has been largest in 
history and operating ratio was reduced to 
68% of gross against 73% of gross in 1911. 
High cost in 1911 was due to installation of 
many new stations, charged to operating. 
These stations are now earning a good profit. 


Third Avenue Ry.—INTEREST PAY- 
MENTS.—Directors say that full 244% semi- 
annual interest will be paid on adjustment 
mortgage income 5% bonds Oct. 1. Fact that 
this interest is now cumulative is regarded as 
partial assurance that it will be paid when 
earned. 

Twin City Rapid Transit—EARNINGS 
—For 5 mos. ended May 31 gross increased 
$242,000 over 1912, net increased $152,000 and 
surplus after charges gained $131,000. 


United Fruit—EXPANSIONS PLAN- 
NED.—Co. plans increase of fruit business 
with Europe. Proceeds of recent sale of 
12,000,000 notes will be used for developing 
additional tropical fruit acreage to supply 
European demands and for additional steam- 
ships. Big expansion in net this yr. is being 
made on production slightly less than in 1912. 
This means that Co. is now getting the grow- 
-er’s profit on fruit from its own plantations, 
for which it previously paid other fruit raisers. 
Prospective dividend balance is 12% to 14%. 


United Light & Railways—DIVIDEND 
RUMORS are to effect that com. stock will 
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receive more than current 4% rate before 
close of 1913, perhaps in form of stock. Co. 
earned in fisc. yr. ended June 30 about 8%% 
on $5,287,000 outstanding stock. 


U. S. Cast Iron Pipe & Foundry.—AN 
NUAL REPORT.—Yr. ended May 31, net 
earnings, $729,000, decrease of $104,000 from 
prev. yr.; total income, $805,000, decrease of 
$109,000. Reserves for improvements were 
$96,000, 


U. S. Industrial Alcohol.—BUSINESS 
MAINTAINED at better level than last yr., 
but prices have been somewhat lower soa that 
first 6 mos. will not show much increase in 
earnings over 1912. Outlook is for im- 
provement. 


U. S, Realty —INCREASED BUSINESS 
over ldst yr. has been shown so far during 
1913 and prospects are good. Rentals show 
improvement and Co. has experienced no 
difficulty in making collections. 


United States Rubber —NEW PLANTA- 
TIONS.—Officials expect that Co.’s rubber 
plantations will furnish 2,000,000 Ibs. of rub- 
ber in 1914 with larger supplies in succeeding 
yrs. Co. has invested so far $4,000,000 in 
Eastern rubber plantations. First 5 mos. of 
this yr. tire sales gained 40%. 


U. S. Smelting, Refining & Mining. — 
LOWER METAL PRICES have diminished 
profits but first 6 mos. of 1913 will show $5 
a share on com. stock. Divs. are $3. Opera- 
tions in Mexico have not been interfered with 
by the insurrection, and 9 mines in Mexico are 
showing larger net returns than ever before 
with prospects excellent. 


United States Steel—EARNINGS.—In 
first half of 1913 Co. earned 314% on pref. 
and 2%4% on com. with additional surplus of 
$17,800,000. Evidently there will be no de- 
crease in divs. this yr. Co.’s advance business 
has been declining steadily from 7,932,000 tons 
Dec. 31. Total shrinkage has been about 2,- 
125,000 tons. Current business is coming in 
at about 25,000 tons a day, a little slower than 
a month ago. Rail orders are light. Until 
tariff question is settled no heavy buy g 
movement can be expected. 


Union Pacific—DISSOLUTION PLANS. 
—Decree of Circuit Court permits U. P. to ex- 
change 382,924 shares of So. P. for 425,472 
shares of B. & O. owned by Pa. R. Central 
Trust Co. of N. Y. is made trustee to hold 
balance of U. P.’s holdings of So. P. until 
sold. U. P. stockholders will be given first 
opportunity to purchase, in form of non- 
voting trust certificates. This arrangement 
will give U. P. a 39% control of B. 
while Pa. will acquire a 14% interest in 
So. Pac. 


Union Switch & Signal—FINE PROG- 
RESS.—Since agitation for safety appliances 
in R. R. operation has become nation-wide, 
earnings of Co. have increased greatly. It 
does ® of this business. Capitalization is 


only $5,000,000, with no bonds. This yt. Co. 




















will pay 12% on its stock and will probably 
carry over $1,000,000 to surplus. 


Virginia-Carolina Chemical. — DIVI- 
DEND PROSPECTS.—For fisc. yr. ended 
May 31, div. of 3% on com. stock was not 
fully earned. This was due to falling off in 
earnings of So. Cotton Oil, a sub-Co. Div. 
rates will be settled at meeting late in July. 
It is generally expected that com. div. will be 
passed. 


2. => Railway. —GOOD PROGRESS. 

Rogers’ idea that Virginian could be 
operated at ratio of 48% or less seems in 
fair way to be achieved. For 10 mos. of fisc. 
yr. Co. will show surplus after charges 
amounting to over 314% on pref. stock. Divs. 
are cumulative at 5% yrly. 


Virginia Railway & Power.—YEAR’S 
EARNINGS will equal about 4.8% on $11,- 
950,000 com. stock outstanding. 


Wabash-Pittsburgh Terminal.—RE- 
NEWED ACTIVITY.—Committee of bond- 
holders has finally awakened to necessity of 
doing something. They have taken over oper- 
ation of Co.’s coal properties. For several 
yrs. coal mining operations had been at a 
standstill but contracts have now been made 
for sale of 3,000,000 tons, most of which is 
moving over its logical route to the lakes via 
Wab.-Pitts. and Wheeling & Lake Erie. It 
is now planned to open up several new mines. 


Wabash.—YEAR’S EARNINGS.—Gross 
revenues were about $1,956,000 larger than 
best previous yr. in Co.’s history. Total net 
income will be about $7,100,000, which is $1,- 
300,000 short of amount necessary to meet 
interest on bonds and receivership obligations. 
This compares with deficit of $2,864,000 
prev. yr. 


Western Electric—SALES FOR SIX 
MONTHS to June 30 were at highest rate in 
history of a and from 5% to 10% larger 
Gea eee It is interesting to note that 
Western lec, including foreign sub-Cos., 


MINING STOCKS. 
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did in 1912 a gross business as large as Gen- 
eral Elec. 


Western Maryland—CONSTRUCTION 
ACCOUNT CLOSED.—July Ist, Co.’s new 
87-mile extension Cumberland, Md., to Con- 
nersville, Pa., connecting with Pitts. & Lake 
Erie, was turned over to operating depart- 
ment and the construction account closed. A 
new through passenger service has been put 
on between Baltimore and Chicago, all steel 
trains, on 23% hr. schedule. Co. is also ready 
for big freight business, but will naturally 
make a poor showing for 1913 fisc. yr. In- 
cluding credits it will about earn fixed 
charges. Officials predict a heavy movement 
of traffic from now on. By this route Chicago 
will be 100 miles nearer to Baltimore than to 
N. Y., and 50 miles nearer to Baltimore than 
to Philadelphia. 


Western Union.—SMALL GAIN in gross 
revenue was shown in last quarter of fisc. yr. 
Full yr. ended June 30 showed a gain of be- 
tween 11% and 12%. (Controlled by Ameri- 
can Telephone & Telegraph.) 


Westinghouse Air Brake.—YEAR’S RE- 
SULTS.—July 31 will ows one of the best 
yrs. in history. Co. does 90% of the air 
brake business of the country and has only 
one competitor of importance. 


Westinghouse Electric—GOOD BUSI- 
NESS.—Current earnings indicate that 1913 
will eclipse last yr.’s record of $40,000,000 -total 
sales. Co. will pay off in cash $1,390,000 de- 
bentures coming due July 1 and plans are un- 
der consideration to ~~ & care of $7,500,000 
collateral notes. 


Woolworth, F. W.—GROWING BUSI- 
NESS. —Representatives of Co. state that cur- 
rent business is larger than last yr., gross for 
5 mos. having exceeded corresponding mos. 
of 1912 by $3,106,000. Concerning rumors of 
new financing, an official says: “We have 
not the slightest need for any money, inas- 
much as we are now carrying extremely 
heavy bank balances and owe no bills.” 





Mining 





Stocks 








This section of the Investment Digest includes some of the more important prop- 
erties, in regard to which authentic and trustworthy information has appeared during 


the month, 


Alaska Gold Mines.—Treadwall, Mexican 
and United earned net last year $2,025, 703, or 
a little less than 50% of the gross vaiues of 
the ore treated, which amounted to 1,576,130 
tons, worth $4,080,301, or $2.58 per ton. Oper- 
ating costs were $2,055,300, or $1.34 per ton. 
Divs. paid were $1,199,360, the remainder of 
the year’s profits, $944,351, being charged to 
depreciation of property and plant, so that sur- 





plus remained unchanged. Reserves of the 3 
properties now are about 11,000,000 tons, of an 
average value of about $2.70 per ton, and if, 
as in 1912, half of this represents profits, they 
will return to stockholders between $13,000,- 
000 and $14,000,000 in divs. 

Anaconda.—Co. has declared a regular 
atrly div. of 75c. Co. produced 21,500,000 Ibs. 
of copper during June. This compares with 
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25,600,000 Ibs. in May, and 22,250,000 Ibs. in 
June a yr. ago. 

Braden Copper.—Co. produced 1,808,000 
Ibs. of copper in June, a record, making 8,618,- 
000 Ibs. for the half yr. The smelter has a 
daily capacity of 250 tons, against a 2000-ton 
mill capacity. Ore reserves at the present 
time 44,000,000 tons of 2.65% copper. 

Butte & Superior.—In the first 20 days of 
this mo. Co. has obtained results far in ad- 
vance of anything previously recorded. Co. 
has treated on an average of over 89% and 
the grade of the concentrates, formerly 46 to 
47%, has averaged over 49%. These are posi- 
tive results, not estimates. 

Chino.—The placing of stock on a $3 per 
share div. basis induced conversion of the 
bonds ; as every $1,000 par value of bonds calls 
for 40 shares of the stock, the $3 div. rate 
means an income, after conversion, of $120 
per yr. per $1,000 bond, as against an interest 
payment of but $60. Of the issue of $2,500,000 
bonds, between $1,600,000 and $1,700,000 have 
already been converted. Thus the Co. will 
have raised its money at a very reasonable 
rate, and with no lien privr to that of the 
shareholders. 

Goldfield Consolidated.—During May pro- 
duction was 31,047 tons, of which the mining 
realization was $43,676, and transportation 
Co.’s profit and miscellaneous earnings were 
$175,677. The value of ore obtained from de- 
velopment was more than sufficient to pay all 
development costs. 

Greene-Cananea.—A large vote was cast 
in favor of reducing the number of shares 
from 3,000,000 to 600,000, and increasing the 
par_value thereof from $20 to $100, at annual 
meeting. The authorized capital of $60,000,000 
will remain unchanged. Stock will now be a 
better security for use as collateral in loans. 

ollinger (Porcupine)—Up to Ist of 
June Co. had treated 93,289 tons containing 
$2,054,000 in gold, of which 96% or $1,968,000 
was recovered in milling. The average value 
per ton was $23.89. After paying 8 divs., 
amounting to $720,000, there was a surplus of 
more than $650,000. 

ay -Darragh.—The outcome for 
May was the largest for any mo. of current 
yr., and Bande: to 206,781 ozs. of silver, an 
increase of more than 40,000 ozs. over the prev. 
mo. The larger outturn was due to the treat- 
ment of higher grade ore. Underground de- 
velopments were favorable. 
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Mohawk.—Co. declared a semi-annual diy. 
of $2 as compared with $3 paid 6 mos. ago. 
Co. produced 932,979 lbs. copper during May, 
against 962,994 in the preceding mo. The 
average recovery was 14.67 lbs. against 15.26 
in April. Mohawk has earned a small balance 
over the $2 just declared, during the first half 
of the yr. 

Nipissing —The court reversed the deci- 
sion of Judge Lacombe, giving the Nipissing 
Co. a judgment on a counter claim to recover 
an assessment levied upon it under the tax 
law. The decision means about $20,000 a yr. 


to the Co. Estimates for May follow: Pro- 
duction, $284,625; total costs, $85,845; net, 
$198, 780; shipments, $280,245. 


Pearl Lake (Porcupine) —The break of 
stock was due to the throwing of a large block 
—about 30,000 shares—of long-date stock on 
the market. Contract to take this up was 
made about 2 mos. ago, when price was mate- 
rially higher. Holders endeavored to get the 
time limit extended, and failed, they dumped 
= whole thing in the market and took their 
oss. 

Tuolumne Copper.—At a meeting of di- 
rectors it was decided to postpone payment 
of the qtrly div. Co. has only $50,000 in the 
treasury. 

Utah Cons.—Co. has declared a div. of 
50c. a share. Earnings of first 6 mos. of fiscal 
yr. amount to $375,000. The ore reserves have 
been maintained both as to quantity and 
quality. 

Utah Copper.—Estimated production for 
May, 10,148,000 Ibs., comparing with 9,069,000 
in April, 8,160,000 in March, and 10,068,000 in 
May, 1912. For last 10 days of the mo. pro- 
duction was at the rate over 11,000,000 mo. 
Co. has regained the ground lost by the strike 
of last fall. 

Copper Notes.—Copper Producers’ Asso. 
reports stocks of copper on July 1 as 52,904,606 


Ibs., a decrease of 14,659,619 compared with 
67,474,225 Ibs. on June 1. 
une. May. 

NE i a ce 121,860,853 141,319,416 
Domestic deliv........ 68,452,571 81,108,312 
Foreign deliv......... 68,067,901 68,285,978 
Total deliv............ 136,520,472 149,394,299 

The world’s stocks of copper at the end of 


June were down to approximately 125,000,000 
Ibs., the lowest level since the Association has 
been in existence. They were 10,000,000 Ibs. 
less than the previous low record of 135,000,- 
000 Ibs. reported June 30, 1912. 























E often hear the expression, “The 

W market is broadening,” without 

fully realizing its significance. 

Breadth is the only dimension the mar- 

ket has; there is no such thing as length 
or thickness in this category. 

The breadth of the market is measured 
by the number of issues dealt in. There 
are some three hundred issues listed, but 
ordinarily the transactions in a day do 
not include more than one hundred to 
one hundred and thirty of them. What- 
ever tends to increase this number, 
broadens the market to just that extent. 
The opposite of a broad market is a nar- 
row one, with but few stocks appearing 
on the tape. 

Intense activity in a few leading issues 
has a tendency to make the market 
broad. That is why market operators of 
large calibre use these prominent issues 
to develop outside interest. When Read- 
ing runs up, people naturally suspect that 
certain banking interests are bullish ; they 
are thus influenced to buy Reading, Le- 
high Valley or other coalers. Activity in 
Union Pacific also induces buying of 
Southern Pacific, and when U. S. Steel 
gets busy, a lot of other steel issues come 
to life. It is all a matter of suggestion. 

With the leaders well under way, 
those who are interested in less promi- 
nent stocks are encouraged to trot them 
out, give them a run up and down, and 
see if they will attract followers. Should 
these be successful, still more obscure 
stocks are tried, producing a broad, ac- 











SPECULATION: Operations wherein intelligent foresight is employed for the purpose of deriving a profit from price change 


The Breadth of the Market 


An Indicator of the Extent of Outside Interest 
By RICHARD D. WYCKOFF 


tive market with perhaps 150 or 160 is- 
sues participating. 

When the market goes much beyond 
this number nowadays, some unusual 
condition exists. In recent months, 
heavy liquidation has been at the bottom 
of it, for we have been going through a 
bear period. 

On June 10 there was a total of 190 
issues dealt in, this being the climax of 
the downward swing which began late 
in May, as follows: 

Issues 
Dealt 
In. 
May 26 110 Top of last rally. 
“ 27 128 Beginning of break. 
28 133 Lower. 


29 +120 Lower 

June 2 146 Lower. 

“ 3 144 Lower. 

4 183 A very weak day. 
5 162 Lower. 
6 181 Lowest of first break. 
7s* 110 A small rally. 
9 160 Another decline 


10 190 Extreme low. 
11 162 Extreme low. 
12. 168 Recovery started. 
13. 155 Further rally. 
“  14s* 135 Further rally. 

“ 16 137 High day so far. 
“ 17 118 Slight reaction. 
18 128 Top of rally. 

19 120 Narrowing down. 

20 = 111 Reaction. 

21s* 106 Low of reaction. 

23 111 Some recovery. 

24 105 Rally. 

25 107 Rally done. 
*s—Saturday. 














306 





During the most active days shown 
above, many a stock which had lain 
dormant for months was taken out of its 
pigeonhole, dusted off and given a quo- 
tation. Perhaps several points inter- 
vened between it and the last previous 
transaction, but it was a time when people 
had to sell and in such a market the bid 
price was the only one obtainable. 

Heartbreaking as such losses were to 
the individual immediately concerned, 
the five or ten point shrinkage did not 
stop with him. Every other stockholder 
in the same corporation was made poorer 
by that five or ten per cent. and many 
another thereby forced to liquidate the 
same or some other security. 

In a big bull market we observe the 
opposite effect: Everything is advanc- 
ing and everyone is trying to figure out 
what will go up next and fastest. They 
try to buy what will probably make the 
most money in the shortest time. This 
leads them to bid up above the last quo- 
tation for even a most inactive stock, on 
the ground that “It ought to have a 
move.” Thus the movement spreads 
until two hundred or more stocks are 
dealt in and we have what is known as 
a broad bull market with everyone’s 
holdings increasing 1n value. 

Great breadth of a market is a sign 
that the movement then under way will 
shortly culminate. Everything in this 
world climaxes at some time in its his- 
tory—a planet, an earthquake, a storm, 
the power of a government, the health of 
an individual, the life of a plant, a panic, 
a great bull or bear market, a ten-point 
swing or a little hourly fluctuation, 

Left to itself, a movement like that 
which came to a climax on June 10 
might have had a more serious ending. 
Artificial support turned the market up- 
ward and several rallying days followed. 
Note how the market narrowed as prices 
recovered. 

This shows a decreasing demand at 
the higher levels. People with money 
were willing to buy at bargain prices, 
but they would not bid prices up. 

Some market students consider the 
breadth of the market a more reliable 
indicator than its volume. As a large 
percentage of the day’s transactions is 
made up of Reading, Union and Steel, 
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the volume may be heavy even in a nar- 
row market, because the totals are pad- 
ded by the operations of large interests 
and floor traders who generally work in 
the leading stocks. Very often these is- 
sues will not move out of a narrow 
range, resulting in a loss of power to 
stimulate activity in other quarters of the 
market. 

A broad market generally means wide 
participation in the dealings by all sorts 
of people. It is therefore more genuine 
than a market of large volume. Each 
additional stock recorded in the day’s 





























dealings will interest its own circle of 
followers all over the country and cause 
many of them to buy or sell. 

The practical side of this question 
readily suggests itself to those who are 
endeavoring to master the market’s in- 
tricacies. Study of breadth and narrow- 
ness is not widely different from a study 
of volumes. Each stock dealt in forms a 
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unit of participation; collectively they 
are a means of measuring the extent of 
outside interest. Put in graphic form, 
the eye readily grasps the relative 
breadth at certain stages. Each individ- 
ual must decide for himself whether he 
can extract sufficient value from these 
indications to warrant his permanent 
adoption of the idea. 





A Little Study in Hindsight 


By SCRIBNER BROWNE 








S a rule, hindsight is not very 

A popular among investors. Al- 

most anyone can see what 

he should have done after it is too late 

to do it. But after all, the way to de- 

velop foresight is to begin with hind- 
sight. 

I mean, of course, that if you keep 
on studying the causes of past price 
movements, you eventually get to the 
point where you can begin to see the 
causes of some of the coming price 
movements a little ahead of the other 
fellow. And that is all the investor 
reeds to do to make profits. 

As some of the readers of this maga- 
zine will perhaps remember, I have 
heen at this thing of studying the market 
for a good many years, and it occurs 
to me that my processes of reasoning 
about the market from day to day may 
be of interest to some of the younger 
generation. 

I have prepared a diagram showing 
the daily movements of an average of 
fifty stocks since May 19. At the bot- 
tom of the diagram appears a line that 
gives total sales of all stocks daily— 
the short Saturday sessions being 
marked with a star to call attention to 
them. 

Such a diagram is, of course, of no 
use at all in actually anticipating price 
movements—it merely serves as a 
record of what has happened. We 
have to judge future movements to 
some extent by the present temper of 
the market, and an exact record of 
prices helps in this. 

As a matter of fact, my analysis is 
not altogether hindsight, for I was con- 





sistently bearish during the period cov- 
ered by the diagram, except that on 
June 9 and 10 I made up my mind we 
were going too fast and that a sharp 
rally was bound to come soon. I 
turned bearish again June 17, but we 
had some further advance after that. 

The particular point I am going to 
try to bring out is how the market can 
be judged, in many instances, by not- 
ing the effect of news on prices. Now 
that does not mean following the news 
and acting on it—nothing, so far as my 
experience goes, could be more suicidal. 
It means judging the condition of the 
market by the effect of a news an- 
nouncement on prices. 

For example, if we should get very 
bullish news and the market should 
persistently refuse to respond to it, 
that would show that general condi- 
tions (aside from the special bullish 
announcement) were bearish, so as to 
neutralize the effect of that piece of 
news. 

I begin with May 19 because at that 
time the market seemed to have come 
to a complete standstill or state of bal- 
ance. So far as one could tell, prices 
had no tendency, but were simply 
awaiting further developments. 

During the previous week there had 
been some hardening of the open mar- 
ket discount rate at Berlin, and at Lon- 
don, and Frisco securities had devel- 
oped surprising weakness; but these 
features appeared to be offset by the 
fact that prices had already had a hig 
decline and by the general expectation 
that some kind of a Union Pacific set- 
tlement would soon be reached. 














308 





May 19 was the day of the city bond 
offering and everybody felt that the re- 
sult of this would give something of a 
line on the investment situation gen- 
erally, so there was little disposition to 
wry any pronounced stand on either 
side. 

May 20 it was known that the bonds 
had been oversubscribed and also that 
the Chinese loan was likely to be a 
success in London. This brought a 
feeling of encouragement, the Harri- 
man stocks being especially strong on 
hopes of an early adjustment. 

May 21 the new bonds were first 
traded in on the exchange, and they 
sold down to par. A slight reaction 
was the result, but the tone was still 
firm. 

May 22 brought further rumors of 
a Union Pacific settlement, with a 
sharp advance in that stock. This 
caused covering of shorts throughout 
the active list. As shown by the dia- 
gram, the average of prices advanced 
half a point and there was some in- 
crease in the volume of sales, but not 
enough to carry much weight. A to- 
tal business of only 300,000 shares 
could not be considered very signifi- 
cant. 

May 23 foreign markets were heavy 
on the outbreak of hostilities between 
the Greeks and the Bulgarians, U. P. 
officials denied any settlement, bonds 
turned very dull, and Frisco issues 
were pressed for sale at considerable 
concessions. But the market merely 
turned dull at a_ slight reaction. 
Though at that time I had no confi- 
dence in any considerable advance, it 
struck me that the market had acted 
as well as could be expected under so 
much bear news. 

May 24, Saturday, there was a de- 
termined drive against the shorts, with 
renewed rumors about a U. P. settle- 
ment. As we now know, these rumors 
were correct, only very premature. It 
was the general feeling that some ad- 
justment must be arrived at before 
long, that made shorts timid and gave 
the foundation for the upturn. The 
thing that impressed me on the ad- 
vance was the very small volume of 
business both May 22 and 24. I felt 
that prices could not be carried much 
higher without more active buying 
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than had yet appeared. I felt sure it 
was nothing but a rally in a bear mar- 
ket, though I had no means of know- 
ing how far it could be carried. 

The Sunday papers contained Vice- 
President Talbert’s speech at Detroit, 
in which he predicted a “period of dear 
money, the duration of which is in- 
definite.” I was a good deal impressed 
by this, as the officers of the City 
Bank rarely speak except to some 
purpose. 

On Monday, the 26th, the speech 
came in for considerable discussion 
among bankers, and foreign markets 
were again heavy. I thought there 
were evidences of realizing in both 
Union and Reading—about as much as 
the market would take without break- 
ing. I hardly ever try to pick the ex- 
act day when the market will turn, as | 
know I cannot do it successfully unless 
by accident, but my feeling was that 
the rally must be about over. 

May 27 brought the Frisco réceiver- 
ship, and Judge Lovett made a formal 
statement that no Harriman agree- 
ment had been reached. The market 
lost as much in one day as it had 
gained in three and looked very weak 
to me, with plenty of reason for be- 
ing so. 

From then to June 5 there was little 
to chronicle except continued weak- 
ness, with almost any kind of bear 
news you might have a fancy for. 
Heavy foreign selling was a frequent 
feature. For eight days the decline 
was practically continuous, with no 
reason for buying unless it was that 
prices were now lower—and that is 
never a good reason for the trader who 
watches the market from day to day. 

On June 6 there was a sharp rally in 
the afternoon, but on light transac- 
tions. For example, in the last 15 
minutes there were just 15 quotations 
on U. P. (as printed in the Evening 
Sun) and none of them were larger 
than 600 shares. I could not see anvy- 
thing impressive about that. 

Saturday, June 7, the market was 
almost motionless, but Monday and 
Tuesday brought a sensational smash. 
The breaking off of the Balkan peace 
conference helped things along consid- 
erably, and McReynolds announced 
that he would oppose the plan which 
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was then brewing for a U. P. settle- 
ment. Then came the Minnesota rate 
decision, and liquidation was general. 
The volume of sales rose to about 
850,000 shares. I began to wonder 
what worse we could get. It struck 
me that our troubles had got so bad 
that they could not get much worse 
right away, and if so, that was the time 
to buy. 

This impression became stronger 
when the market held its own on June 
11, and the volume of trade fell off to 
about normal. The rally came the next 
day, and it was helped along by the 


fact that the City Bank dropped its 
call loan rate to 2% per cent. Towards 
the close of the session there was al- 
most a bear panic and prices were far 
more buoyant than I had any idea they 
would be. 

On the advances of the next two 
days the volume of transactions 
dropped off again, and by the 17th 
they were down to about 300,000 
shares again. I thought the whole 
movement had the ear-marks of a 
drive against the shorts, under City 
Bank auspices, and that it was prob- 
ably over. 
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It was not, however. The main 
lines of the U. P. settlement had be- 
gun to leak out, and we had a further 
sharp advance on the 18th. 

This bulge was effectually squelched 
by the refusal of the Interstate Com- 
merce Commission to permit the roads 
to raise their rates five per cent. with- 
out further investigation. This news 
did not seem to be especially discour- 
aging. The intention of the commis- 
sion to investigate was something 
gained. I thought the sharpness of 
the break was an indication of gener- 
ally bearish conditions, which made 
prices sensitive to adverse news. 

About this time the traditional “July 
dividend disbursements” began to have 
some influence, but, as you will no- 
tice from the diagram, prices gradually 
sagged, although there were big re- 
serves in the banks and call money was 
very low. A failure to respond to 
temporarily bullish conditions, I 
called it. 

June 28 professional traders evi- 
dently got the facts about the Harri- 
man settlement, and U. P. went up 


with a whoop to 149%, but on very 


trifling buying. The quotations on 
that advance. are worth studying, as 
they appeared in the Sun: 100, 1475; 
600, 14734 ; 100, 1477 ; 400, 14734 ; 700, 
147%; 700, 148; 200, 148%; 1100, 
148%; 200, 14854; 200, 14834; 100, 
148% ; 100, 149; 400, 149% ; 200, 14934 ; 
100, 14956 ; 600, 14934 ; 100, 1497; 100 
14934; 200, 14954; 100, 149%; 100, 
14936 ; 100, 149% ; 200, 149% ; 500, 149; 
200, 14834 ; 400, 148%, etc., closing at 
148%. 


The behavior of the price above 149 
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convinced me that the demand would 
not follow the price up very far. It 
was nothing but a fright on the part of 
a few small shorts. 

The plan was duly announced on 
Monday, but fell flat, and the Union 
Pacific gradually lost its gain. 

During the early days of July, down 
to the 11th, when this is written, we 
have had reports of fierce fighting 
among the Balkan allies, gold exports 
to Paris, a strike vote by the railway 
trainmen and the failure of a big Pitts- 
burgh bank. The bank failure seems to 
have been due to local causes, and ap- 
parently has had no direct effect on 
the market, but I admit that I, for one, 
find it vaguely disquieting. The fact 
that the market failed to hold its rally 
of July 2 and 3 looked bearish to me, 
as also the failure of total transactions 
to increase on the advances; but up to 
now there has been very little liquida- 
tion on the declines. ‘ 

I have been much impressed by the 
fact that the State of Tennessee and 
the Consolidated Gas Company—both 
of unexcelled credit standing—have 
had to sell 6 per cent. short term secur- 
ities below par. Also, foreign bank 
rates are even higher for the season 
than in 1907. I don’t see how we can 
have much advance under such money 
conditions as that, but with call money 
as easy as it is now, a moderate bulge 
against the shorts might be engineered. 

Now, Mr. Editor, I admit I am not 
especially proud of the above analysis, 
and I do not suppose I shall write any 
more of the same kind unless I get a 
pretty loud encore from the readers of 
your magazine. : 
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My Experience in the Market 


By R. F. WELLINGTON 





HAVE no desire to enter the lists 
against European ex-princesses or 
anonymous actresses in relating 

the sweet, sad story of my past life. In 
fact, the sob-story would be decidedly 
out of my line. Nor am I going to tell 
you how the “Money-Sharks of Wall 
Street” basely robbed me of my little all 
(while I was trying to rob them) and 
left me a penniless wanderer cast out on 
the cold, cold world. (Business of fall- 
ing snow.) 

On the contrary, my experience in the 
market has undoubtedly been very much 
like that of thousands of others. And 
that is the very reason why | think it 
may be interesting to some of those 
others. Many of them are traveling 
substantially the same road I have 
traveled, but haven’t got as far along as 
I have. It may interest them to know 
what I struck after I left the cross-roads 


where they are now nursing a blistered 
toe and studying the sign-board. 

In the first place, I never risked any 
money in the market that I couldn’t, in a 


way, afford to lose. Really, I suppose, 
a man can never afford to lose any 
money at all; but what I mean is that I 
used only my surplus in the market. I'll 
admit that I sometimes put a rather 
liberal interpretation on this word “sur- 
plus,” more liberal than I ought, doubt- 
less. But it was always a surplus, after 
a fashion. 

If I were writing this for the Saturday 
Evening Boast or the Sunday Earth I 
would have to work in some sensational 
incidents about losing my poor old 
mother’s little patrimony or robbing the 
baby’s bank or pawning my wife’s en- 
gagement ring (given her by some one 
of my various predecessors in her affec- 
tions, probably), with deliriums of joy 
and agonies of apprehension alternating 
like chills and fever; but I judge that 
what THE MAGAZINE OF WALL STREET 
wants is the plain Truth, with a capital T. 

And the plain Truth is that I have 
never suffered half as intensely or re- 


joiced half as deeply over the market as 
I have over some other things. 

In these particulars I believe my ex- 
perience has been similar to that of 
ninety-five per cent. of those outsiders 
who trade in Wall Street. It is the sur- 
plus of business men that constitutes the 
basis of the speculative trade, as well as 
a considerable part of the investment 
branch of the business. 

Everybody understands—if he has 
brains enough to have a surplus at all— 
that he can’t trade in Wall Street with- 
out taking risks; so he limits his risk to 
what he can stand without serious injury. 
The market is a side issue with him. It 
affords him an opportunity to use his 
brains in a channel outside his own busi- 
ness, which sometimes becomes monoto- 
nous to him. 

There is a small percentage of born 
gamblers who are never satisfied unless 
they can risk their whole capital at once 
and either double it or lose it. These 
men would be gamblers in any line of 
business they might enter. In fact, the 
real “plungers” that I have known have 
been in other lines. Four men come to 
my mind who were willing to take the 
biggest chances of any I ever knew, and 
these were their respective lines of busi- 
nes: Real estate, electrical equipment, 
book publishing, and promoting business 
colleges. 

* * * 
: HE thing that first attracted my at- 
tention to the markets was a cir- 
cular issued by a Chicago bucketshop 
explaining how to get rich instantly or 
sooner by the process of “pyramiding” 
your profits in pork. Raising hogs, it 
seemed, was going out of fashion and 
pork was practically sure to advance in 
price continuously for some time to come. 
All you had to do was to buy a certain 
number of barrels, then double your pur- 
chase as soon as it gained 10 cents a 
barrel, double again at 20 cents advance, 
once more at 30 cents from your original 

purchase price, and so on. 
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By this “simple”—in two senses—plan 
you stood to make many times your orig- 
inal capital. With a $10 risk you would 
make $570 or some such sum, if pork 
advanced steadily for a certain number 
of cents, which it was almost certain to 
do. I was making a pretty good salary 
for a youngster and would hardly miss 
the ten, so I mailed it to them. | gota 
ehance to double once, then unforeseen 
circumstances caused a decline in price, 
which the “bankers and brokers” with 
whom I was dealing regretted to inform 
me had wiped out my deposit. 

Of course | wasn’t much surprised, as 
I knew perfectly well that I was taking a 
long chance. 1 was surprised, however, 
to find that there were plenty of places in 
Chicago where you could stroll in, buy 
wheat at the figure standing on the black- 
board, put up one cent a bushel, and 
make five or ten cents a bushel if the 
market went your way. 

“Why, Great Scott!” I thought, “if 
only one man learned how to beat them 
he would soon put them out of business.” 

The bucketshops are mostly closed up 


now, so the matter is hardly worth dis- 
cussing. Such circulars as that I re- 
ceived would not now be permitted to go 


through the mails. But I learned later 
that bucketshops of this class hardly ever 
made any great amount of money—and 
kept it. Expenses ate up most of their 
profits, and some day a prolonged bull 
market would come along and their cus- 
tomers would make a killing—and kill 
the bucketshop. The proprietor would 
fold his tent like the Arabs and as silently 
steal away—with the emphasis on the 
steal. 

The shops that made the money were 
those which operated big private wire 
systems. They had plenty of capital, and 
their “fast wires” kept them always one 
or two quotations ahead of the figure the 
customer saw on the board. In this way 
they generally had a choice of two quota- 
tions at which to execute an order—the 
figure on the boards, or the “fast wire” 
quotation, which would appear on the 
boards in a few seconds. They naturally 
selected the price which suited them best. 

And there were men who learned to 
beat these bucketshops. I knew one, in 
particular, who cleaned up a small for- 
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tune in that way. But as a rule a shop 
would eventually refuse business from a 
man who was known as a winner. 
* *” * 

| MADE up my mind that speculation 

was worth looking into. Here was 
a business where you could begin almost 
without capital ; you stood practically an 
even chance with everybody else to find 
out which way the market was going; 
you could carry it on as a side line, with- 
out serious interference with your regular 
job and—still more important—your 
regular salary; and you had a chance to 
use whatever brains nature had given 
you, something that you couldn’t do at 
your regular job, which was mostly 
drudgery. I thought there must be a 
way to make some money out of it, and 
that I had little or nothing to lose by put- 
ting some of my spare time on it. 

After almost a score of years, and al- 
though that point of view has become so 
unpopular that a man hardly dares to 
espouse it, I must say that I believe my 
reasoning was correct and that my efforts 
to solve the problem of the markets were 
on the whole beneficial to me and in the 
long run to my bank account, compared 
with anything else I would have been 
likely to do at that time. 

My first idea, like the first impression 
of pretty much all observers and the last 
impression of some of them, was that 
prices were solely the result of news. For 
example, the wheat crop was damaged by 
frost. That meant higher prices as soon 
as the fact became known. If you found 
it out before the majority of buyers you 
could get in first and make some money. 

All right, I thought, let’s assume that 
as a working hypothesis and try it out. 
It happened to be in the Fall, when a frost 
would prevent some of the late wheat in 
the Northwest from ripening out and 
thus, I figured, bring higher prices. 

Along came the frost. I still have a 
very clear recollection of sticking some 
bills in my pocket and rushing over to the 
bucketshop before the opening, so as to be 
first with my order. The market opened 
higher, hesitated and turned dull, then 
slowly declined. By afternoon nothing 
had happened. I sold out my wheat at a 
trifling loss, and made up my mind then 
and there that prices were the result of 
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something else besides day-to-day news. 

That’s another point on which I have 
never had occasion to change my opinion. 
Subsequent observations confirmed the 
idea and I abandoned the plan of :trad- 
ing on the news—though I afterward 
learned that there is a distinction to be 
drawn between the news and _ the 
situation. 

* * * 


Y next idea was that there must be 
some way to interpret the future 
of prices from the action of the market 
itself, or some plan of taking advantage 
of the numerous small fluctuations. 
“Why not,” I said, “keep a complete 
record of all fluctuations for a year or 
so?. Then if there are any laws con- 
trolling the movement of prices, or if 
there are any ways in which mathemat- 
ical principles can be applied in catching 
small fluctuations, they will probably 
become visible.” 


So I became a chart fiend. I re- 


corded every fluctuation of the most 
active option of wheat for several years 


and studied the diagrams assiduously. 
From time to time I would conclude that 
I had caught the idea, only to find, of 
course, that I had overlooked some- 
thing. My losses were small, as I in- 
variably closed out all trades as soon as 
I saw that I “was on the wrong track. 
Sometimes, of course, I made profits, 
but failed to keep them. 

All this labor was not exactly thrown 
away, but what I learned that was of 
value was incidental to my studies 
rather than a direct result of keeping 
the charts. I got somewhat the same 
familiarity with the general principles 
of speculation and the effect of the tech- 
nical situation that I might have ob- 
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tained in another way if I had been able 
to buy a membership in the Board of 
Trade or the Stock Exchange and ob- 
serve the markets from the floor. | 
have never entirely abandoned the keep- 
ing of graphics showing price move- 
ments and volumes, though I realize that 
my first efforts were very crude. 

So far as taking advantage of small 
fluctuations by any mathematical plar 
was concerned, I was most emphatically 
barking up the wrong tree. I remem- 
ber an expert mathematician who 
worked out a very elaborate plan of this 
kind which allowed the trader to be 
wrong nine times in succession and still 
have a part of his original capital left to 
go on with. 

“But,” I said, “suppose you are wrong 
ten times in succession?” 

“If you are wrong ten times in suc- 
cession go out and hang yourself,” was 
the reply. 

And this is about where all such 
schemes land you. Some time, sooner 
or later, you would be wrong ten times 
in succession, if you were working solely 
on a mathematical basis. 

But the movement of prices does help 
the student in gauging the technical or 
psychological (as Mr. Selden calls it) 
condition of the market, and this is very 
important. To that extent I was right. 

In all this I was unconsciously follow- 
ing the ordinary line of development. 
The man who becomes disgusted with 
“news” very often, perhaps usually if he 
keeps on at all, begins to record prices. 
The chart fiend is well known around all 
brokerage offices and, it may be added, is 
regarded with far more contempt than 
he deserves, though his deserts are not 
likely to be very high. 

(To be continued.) 


A Definition 


Manipulation—The giving of an order or a series of orders to buy or sell 
or the publishing or spreading of reports (true or false) in such a way as 
to influence the market, or doing any other thing which has for its purpose 
the influencing of prices and not the bona fide purchase or sale for specula- 


tion, investment or realization. 








Brains and Super-Brains 


By H. H. LAKE 











HAVE a theory anent that the sixth 
sense which for want of a better 
name we call intuition. Take for ex- 

ample any person whose occupation re- 
quires great skill, instantaneous and ex- 
act co-ordination of mind, nerves and 
muscle, such as a billiardist, a juggler, a 
wire walker, and you will find that he 
does not astonish or amaze you until he 
performs some evolution just a little be- 
vond your ready comprehension, too in- 
tricate for your brain to follow. It is 
then that you applaud, realizing that he 
is doing something out of the ordinary, 
requiring rare powers and skill. 

My idea is that they do not reach this 
stage until they learn to trust and rely 
upon the sub-conscious brain. Pure 
reasoning is at best a slow process, and 
we only acquire speed in those things 
with which we are familiar and which 


we have gone over many times. 
Many brilliant practical men remain 


poor. Many apparently ignorant men 
become wealthy. When one class learns 
to rely upon the secondary brain that 
class obtains an advantage over the 
others in some way, no matter how wide 
a gulf between them in learning, and 
until a man learns to trust to intuition he 
does not transcend more than ordinary 
heights ; he never attempts the seemingly 
impossible. Pure reason is against it. 

The success of Americans over other 
nations lies in their team work; team 
work is impossible without highly de- 
veloped intuitive faculties. Conclusions 
that may be reached by practical rule of 
thumb means are attained by the major- 
ity, and it follows that which is most 
common has the least value. Success 
becomes fugitive in direct ratic. 

Success in stock speculation, operating 
on knowledge of market movements 
after all depends upon something more 
than mere reasoning from cause to effect. 

A common idea, productive of much 
loss, is that speculation can be reduced 
to an exact science, subject to definite 
comprehensive laws. It is this notion, 


usually formed before long experience, 
that attracts so many brilliant practical 
minds and leads them to attempt the con- 
quest of the market with a confidence 
born of success in practical matters, sub- 
ject to more or less immutable principles - 
which once thoroughly understood ma 
be retained. Nature, chemistry, mathe 
matics, repeat, and repetition may always 
be expected when the same set of cir- 
cumstances are brought together. How 
easy to create the expectation of repeti- 
tion and tlien defeat it by controlling and 
changing the course of events, bringing 
about an uxnatural condition at the last 
moment, 

Deep down within the lowliest of man- 
kind there exists a subconscious mental- 
ity, the workings of which as yet are 
little understood by even the most eru- 
dite psychologists. The result of educa- 
tion, usually, is to teach us to distrust all 
conclusions that we cannot find good 
reasons for—we are continually warned 
against acting on impulse, when it can- 
not be justified by analytical reasoning. 
But there is such a thing as trained im- 
pulse, which is vastly different from 
whim or vagary. 

I have seen a person of the feminine 
gender select the medium of her specula- 
tion for the day by the simple process of 
closing her eyes and perforating a news- 
paper stock list with a hatpin. But—I 
have also known a lady of different type 
who told me a week in advance how high 
Smelters would go on that move, and she 
backed her judgment by enterihg an 
order to sell it short which was close to 
the top price reached. She could give 
no reason for her opinion—she simply 
knew it. Just like that. 

When a mind leaps unerringly to an 
accurate conclusion, apparently without 
having given mature consideration to the 
factors of the problem involved, we call 
it intuition. All ofsus think we know 
what is meant by intuition, yet ask a 
number of persons to define it and you 
will find that conceptions vary greatly. 
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When you say “intuition” each man 
thinks you mean what his own concep- 
tion is. I would venture to define it as 
collective knowledge born of experience 
as yet unclassified by reason. 

As we grow older mentally we dis- 
cover that an important part of our edu- 
cation consists of unlearning false ideas, 
the rejection and eradication of fallacies 
drilled and pounded into us when our 
minds were as wax to receive, marble 

to retain. 

' There have been times when I have 
astonished trading friends by telling 
them, from the tape, the high price of the 
day, immediately after it was printed, of 
some leader. This made me the target 
for so many crazy questions which I was 
unable to answer, that I was forced to 
stop it, yet the fact that I voiced my 
opinion served to strengthen my convic- 
tion. It was as if I had not known it, 
only suspected it, until I had said it. 

Now my point is that at none of these 
times could I have given a definite logi- 
cal, coherent reason for knowing that the 
high point had just been reached. For 
a long time I deemed the giving of an 
order without a clear reason a mere 
gamble, and I have never been attracted 
by games of pure chance. Yet it was not 
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until I had learned to trust these flash 
judgments enough to make commitments 
upon them that I could make daily trad- 
ing profits exceed losses. 

I am no believer in luck and will back 
skill against chance any day; so my ex- 
planation or inference is that the sub- 
conscious brain had reasoned it all out 
and arrived at the correct conclusion, 
leaving my every-day thinking machine 
without any record of the transaction but 
the results. Perhaps the reader may 
have another explanation of similar ex- 
periences. 

Cultivate this quality or faculty, 
elusive and intangible as it may seem. 
It is one of the levers by which the names 
of Keene, Harriman, Hill were lifted out 
of the ruck high above those of other 
men. I have been told by personal 
friends of the great Commander of the 
Confederacy, Robert E. Lee, that it was 
his habit to arrive at absolutely accurate 
conclusions long before he was in pos- 
session of the important facts which 
others would have deemed indispensable 
to arriving at a decision, his mind un- 
erringly leaping the gaps. Whereupon 
I am prompted to remark, without any 
intention to be irreverent, what a specu- 
lator he would have made! 








Why Quick Rallies Occur 








AA resuit of in the stock market is the 


result of supply overcoming demand. 

he moment these two forces are 

equalized the decline ends. Then, as buy- 

ers (short or long) bid for stock, the 

tally begins. In other words, demand 

shows a slight predominance over sup- 
ply. 

All those who sold, either long or short, 
down to a certain point having stripped 
themselves. of stock, the supply is limited 
to that which was not sold on the way down 
or which comes into the market on the way 
up. The sellers having exhausted their etf- 
forts, those among them who sold short 
now become potential buyers. This in it- 
self increases the Actual or invisible de- 
mand and helps throw the balance to the 
other side of the scale, producing what is 
known as a strong technical situation. Of 


course it is momentarily lidble to adjust- 
ment or reversal. 

A quick rally occurs when buyers, finding 
little stock pressing for sale, bid it up 
anxiously, it being a human weakness to 
want most that which is difficult to obtain. 
The appearance of urgent buying prompts 
would-be sellers to withdraw or withhold 
their offerings. This increases the vacuum. 
The rally may run a point or two before 
enough stock comes in to fill the demand 
and perhaps force the price part way down 
again. 

In brief, a quick rally is brought about 
by a sudden increase in demand with 
simultaneous shrinkage in the momentary 
supply. The market always follows the line 
of least resistance, at a rate of speed de- 
pending upon the relative strength of the 
support and pressure. 





A SERMONETTE., 








A Sermonette 


HAT is a safe margin? 
W There is no such thing! 
No amount of margin makes you safe. 

If you buy a stock and it declines, are you safer with twenty or 
thirty points margin, or even fifty? Your loss is just as great, no mat- 
ter how much you have “up.” 

Again we say, the only way to be safe is to be right. 

* * + 
HAT is a conservative margin ? 

Conservative means that which tends to preserve. So if you 
wish to preserve your position, regardless of fluctuations, keep twenty 
points good all the time. 

You may say, “Twenty points is too much for a stock like Steel.” 

Is it? 

How long would such a margin have lasted when Steel broke 
from 55 to 83%? Or ona short trade when it rose to 9474? Or when 
it sold down again 45 points to 50 in 1911? 

x * + 

ON’T fool yourself by thinking that these are things of the past; 

that they won’t happen again—at least while you're long or short. 

Anything is likely to happen again—in Wall Street—and lots of 


new things will happen. 




















Where Every One Has His Say 


[We invite our readers to contribute to this department anything that may be of 
interest to other readers, or to ask any questions in regard to the science of invest- 
ment, methods of operating, customs of the markets, general financial conditions, etc. 
If you disagree with us or with any contributors to this magazine, we will gladly print 
your criticisms (space permitting), and we welcome all suggestions. If you find any- 
thing in our pages that especially appeals to ‘you, we shall be glad to know it, so as to 

et a line on what you want. Never mind the style of your comments—this isn’t a 
Raevary contest—but please write on one side of paper only. If you desire a personal 
lease enclose stamped and self-addressed envelope. Address, THE 


reply to questions, 
FOR agazine of Wall Street.] 


UM, care of 


The Case of Reading 


On the fifteenth day of October, 1912, end—to unload. But the time will come 


Reading sold at 178. On the fifth day 
of the same month and year the average 
of 20 rails stood at 124. On June 11 of 
the present year Reading sold down to 
151% and on the same day the averages 
referred to made 100.80. The recent 
rally brought Reading up to 158% and 
the average up to around 104. 

At this level, Reading is, after eight 
months of a bear market, only twenty 
points below its high of last Fall, exactly 
the same number of points that the 20 
rail averages have fallen. Something is 
out of joint here. Many of the stocks 
that are used in compiling the averages 
are inactive and as a general rule for 
every one point change in the averages 
Reading or any other like active stock 
should move about three points in the 
same direction. 

It may seem like assuming too much to 
say that with the average at 104 Reading 
should be selling at 118 or less, yet at 
that price it would only be in step with 
the swing of the whole market. 

A stock like Reading can be held up 
while others are Icing sold. Insiders 
know this and use it to accomplish their 


when it will no longer be desirable to 
hold up the “show” stock, and when that 
time comes the drop will be quick and 
severe. I look for unusual activity on 
the bear side in Reading before long.— 
2, ae 

June 26, 1913.— 

We cannot agree with your prediction 
of a big crop in Reading on. the ground 
that it is out of line with other stocks. 
Since Reading sold at 178 last Fall, 
things have happened to it. For exam- 
ple, in the current fiscal, year, earnings 
will approach 17 per cent. The stock 
has been placed on an 8 per cent. basis 
and we are told, though not officially, 
that the Baltimore & Ohio has added to 
its holdings of Reading, thus greatly de- 
creasing the floating supply. 

As a 4 per cent. stock in 1907, Reading 
sold down to 70%. As an 8 per cent. 
stock on that basis, 140 would be a low 
price for it. We are not predicting that 
this will be the low price, but it seems 
that the 1907 figure is a better basis than 
anything which may be deduced from 
the averages. Partly through its owner- 
ship of Jersey Central, Reading controls 
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63 per cent. of the anthracite coal supply 
of this country; at the same time, it is 
not absolutely dependent upon this an- 
thracite tonnage, which in the past six 
years has shown a considerable falling 
off. By its connection with Baltimore & 
Ohio, Reading has greatly increased its 
bituminous coal tonnage, and is now in 
a more or less independent position as 
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regards Interstate Commerce rulings and 
Supreme Court decisions. 

All these things have tended to in- 
crease the amount of stock held for 
permanent investment; so while there 
may be a further decline in Reading, 
we do not think it is entitled to the same 
proportionate decline as it was a few 
years ago. 


Intrinsic Value Avails Little in a Bear Market 


POINT which investors need to bear in 

A mind at present is that in a genuine 

bear market the best stocks always go 

below their intrinsic value, as measured by 
earnings, dividends and future prospects. 

The ordinary argument is “Good stocks are 
cheap, on their earnings and value. At 140, 
Union Pacific returns over 7 per cent. on the 
investment,” etc. Under ordinary conditions 
this would be a sound argument. But once a 
real bear market gets under way, these con- 
siderations are for the most part lost sight of. 

If the owner of Union Pacific has over- 
extended his credit so that he can’t get hold 
of the capital to carry the stock, he has to sell 
regardless of earnings or real value. Like- 
wise if the whole world is suffering from the 
disease of swollen credit obligations and 
scarcity of capital, stocks must be sacrificed; 
and the most salable stocks will suffer the 
worst, because their owners will in many 
cases throw them over in order to take care 
of other investments which cannot be readily 
liquidated. 

The investor who would buy stocks at the 
bottom of a bear market has to learn to watch 
money, credit and banking conditions. When 
the money strain passes its worst point, the 
bear market is over. Previous to that time 
it usually seems to make little difference how 
low stocks may sell in proportion to their 
earnings. 


Keeping Out 


HE vast majority of investors and 
traders, who are regularly engaged in 
some other line of business, and only 

buy and sell stocks in order to afford ex- 
ercise for their unemployed money or un- 
employed brains, should make it a rule to 
keep out of the market until they feel a 
really strong “call” to enter it. 

The trader who tries to keep busy in all 
markets may have some excuse if he has no 
other business to depend on, but if his trading 
is only a side-line he has no excuse. 

Remember that every time you enter the 
market you start with a loss of about half 
a point. Just figure it up for yourself on a 
hundred shares; 


Another way of getting at the same thing 
is to watch the technical or psychological con- 
dition of the stock market. This requires a 
greater knowledge of speculation than most 
investors possess, but some are able to form 
a sound judgment in this way. 

A thoroughly liquidated market generally 
has certain distinguishing characteristics. 
Among them may be mentioned failure to go 
lower on bear news; sharp rallies without any 
apparent basis in the news of the day; devel- 
opment of an oversold condition, so that quo- 
tations suddenly and unexpectedly bound up- 
ward with few stocks for sale; dullness and 
small supply of stocks on declines, and in- 
creased activity on rallies; extreme depression 
of sentiment, so that even good news fails to 
encourage buyers, etc. 

Nothing but experience, however, will en- 
able the investor to distinguish this condition 
of the market. Books and articles on the 
subject will help, but it is the actual study 
of quotations from day to day and the ef- 
fort to analyze speculative conditions that 
will eventually enable the investor to draw 
valuable conclusions in this manner. 

Any investor, however, can avoid the pur- 
chase of stocks simply because they look 
cheap on prices and earnings. It takes a bet- 
ter argument than that to turn stocks up- 
wards in a bear market. 


of the Market 


oe ee OPE CECT CTE Oe _« + $25.00 
Difference between bid and offered prices od 


That’s the smallest possible. The commis- 
sion is % each way; then you would buy at 
the offered price and sell at the bid price, 
and they are % apart, or sometimes 4; and 
the State holds you up for $2.00. We haven't 
allowed anything for interest, which would 
average enough to put you in the hole at least 
a half point. 

With this handicap, it doesn’t pay you to 
enter the market unless you see the probabil- 
ity of a five-point profit. Until you see that 
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probability, you save time, trouble and in the 
long run, money by going calmly about your 
business and leaving the market alone. 
There will be lots of good moves that you 
fail to get in on. In such cases you will feel 
a mild regret, just as you would if you read 
of a man that made a nice profit in real 
estate which you could have made if you had 
seen the opportunity. But you are no worse 
off, and there’s always another day coming. 
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The thing you have to figure on is net profit 
at the end of the year. If you have made 
that profit on half a dozen trades, you have 
saved yourself a lot of work and probably 
some worry, compared with making the same 
total profit on fifty trades. 

After all, the peace of mind and freedom 
from responsibility that comes of being out 
of the market should be counted as a profit 
worthy of some consideration. 





Trading Suggestions. 

On the recent decline when the market 
looked like rallying, I covered Steel at 50, and 
stayed short of Amalgamated, Union and 
Chesapeake & Ohio, as the market showed in- 
dications of mounting, thanks to your “Studies 
in Tape Reading.” I bought Canadian Pacific, 
Reading and Steel, they being the biggest 
moves; and having had the greatest break, I 
reasoned that they would go up so much faster 
than the others that I still stayed short of 
Union and Copper. When Copper got to a 
half a point below my selling price, I bought 
Reading and put in a stop to cover Union 
Pacific at half a point loss and went long of 
Steel. I afterwards closed out Canadian the 


same day for 534 points profit and closed out 
Steel at a point profit on the long side, Copper 


for a point loss on the short side, and Reading 
a point to the good. I was then out of the 
market. 

Now what I want to know is this: Is it 
better to put in a stop on the short sales under 
such conditions or to go long of other big 
active stocks like Reading and Canadian after 
a break, and afterwards close out your shorts 
at the market? Or would it be better to not 
go long of these big active rails and put in stop 
loss orders to close out my short sales with 
slight loss? I may add that I never go short 
of Reading or Canadian, but often buy them 
when they have had serious breaks. I prefer 
to go short of Copper, Steel or Union Pacific 
while the rails are in jeopardy. 

In such active trading is it not well to 
pyramid every point or so, using a stop?—B. 

We believe you make a mistake in not clear- 
ing up all your shorts when you think a rally 
is coming. Being long and short at the same 
time surely warps your judgment. If you 
trade too actively, the broker gets all the 
money and your head is not apt to be clear. 
If you can get a big piece out of the main 
swings of 5 to 10 points you will do very well. 
We would not, as a rule, pyramid unless we 
could do so without increasing our risk. For 
instance, if you sell Reading at 160 with a 2 
point stop, you are risking $200 and commis- 
sions. If you sell another lot at 159, move your 
stop down to 160, so that you may possibly 
make a great deal more profit without any 
more risk. You're a good gambler, but you 
can have just as much fun playing dollar limit 
poker; so you might as well look at the stock 


market as a cold-blooded business proposition. 
When you remember how many people go 
broke playing the stock market too actively 
or recklessly, you will see what Fate has in 
store for you if you do not do the trick right. 
So don’t increase your risk if you decide to 
pyramid. 


Financial Vocations. 

I am writing a text book on Vocations for 
the use of high school students. Have you 
ever published any pamphlets or articles on 
the desirability of a financial vocation as a life 
work or on how to prepare for it? In case 
you are able to send us any such article we 
shall be glad to credit you with it in the list 
of “suggested readings” at the close of the 
proper chapter.—W. A. W. 

We do not recall any article that discusses 
the vocational aspects to which you refer. From 
time to time, however, we have answered in- 
quiries in our columns, from young men wish- 
ing to enter the banking, bond, or brokerage 
business. The subject of finance is a very 
broad one, and our magazine covers a mul- 
titude of ramifications, running into banking, 
brokerage and a variety of other lines, identi- 
fied with commerce and industry. 


Stock Market Graphics. 

Kindly mail me sample of one of your 
figure charts or something which will give me 
an idea as to what they are or how arranged. 
Is there any form of graphic showing daily 
fluctuations (or perhaps weekly) of the active 
issues? If so where can I obtain informa- 
tion?—J. B. 

In the July issue of THE MAGAZINE oF WALL 
STREET you will find both a figure and a line 
graphic of stock prices. Undoubtedly either 
of these will meet your requirements. We can 
furnish figure charts as per advertisement on 
another page, or a monthly booklet giving line 
charts of all active stocks, showing each 
fluctuation of one point or more, at a cost of 
$1.50 a year. Annual books are also published 
containing the same information for past 
years, price $2 each. 


Buying Stocks Through a Trust Co. 

Regarding your articles on “Safeguarding 
Against Broker’s Failure” in May number and 
“Savings and Investment Plan” in July num- 
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ber I would like to ask: (1) Does a trust com- 
pany buy or sell stocks on margin for its cus- 
tomers’ account? (2) Does the safeguard 
afforded to a broker’s customer by obtaining 
his certificate’s number exist for the client of 
the trust company who may follow the same 
plan? (3) I am a small investor, disposing 
now of about $600 cash. I intend to buy ten 
shares of U. S. Realty and Improvement Co. 
and use this paid in full certificate as collateral 
to buy on margin ten Atchison R. R., for 
which I could pay in about a year and a half. 
Deducting 5 per cent. to pay for borrowed 
money to the trust company, my money would 
net me about 10 per cent. at current securities 
values and I would have a good chance of an 
increase in value during the next two years. 
Can this transaction be handled through a 
trust company ?—L. D. 

(1) The transaction which you have in con- 
templation would doubtless be acceptable to 
some of the smaller trust companies. We 
would suggest that you ask some of the officials 
of the up-town branches located in your im- 
mediate vicinity in regard to accepting the 
account. 

(2) Yes. 

(3) Your plan would naturally be to buy the 
ten shares of realty outright and then deposit 
them with the trust company as collateral for 
the Atchison. If the dividend payments are 
continued on two stocks the income would of 
course be sufficient to carry the transaction 
with the bank. 

A trust company will not carry stocks on 
margin exactly, but will usually loan you 
money on good stocks as collateral, which 
amounts to the same thing. The trust com- 
pany would keep your certificate in its own 
possession and you could identify your prop- 
erty as explained in the articles you mention. 


Bonds—Short Selling. 

I would be obliged if you would either for- 
ward me, or let me know where I can obtain 
an article describing the difference between 
bonds and debentures, and also another article 
a ee the short side of the market.— 


An excellent treatise on bonds is the volume 
“Bonds as Investment Securities,” described on 


page 10 of our book catalogue. The chapter 
on classification and description of bonds, by 
Cleveland, is probably specific on the particular 
item you seek. Price $1.62 post paid. ° 

“A. B. C. of Stock Speculation,” by Nelson 
(66c., post paid), furnishes an elementary de- 
scription of the short side of the stock market. 


Trend Letters—Arbitrage. 

_ Kindly send me particulars of your Weekly 
Trend Letter. At the same time, could you 
advise me of some books on arbitrage, foreign 
exchange, speculation and analyzing reports? 

The most simple and probably the best work 
for your purpose is the “A. B. C. of Options 
and Arbitrage,” by S. A. Nelson, price 66c., 
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post paid. You will find the book described 
on page 25 of our catalogue. 

We have sent you a pamphlet which de- 
scribes the Trend Letter, and believe you will 
find it interesting and instructive reading. 
The methods employed are all stated so simply 
and clearly, that you will readily understand 
the »ractical operation of this advisory serv- 
ice. It is conducted with full appreciation of 
the responsibility involved. 


Depreciation of Plant. 


I am particularly interested in methods of 
allowing for denreciation of a company’s plant, 
and any special mention of this subject would 
be appreciated.—J. M. 

We trust you will find the particular books 
you desire in our catalogue of Selected Finan- 
cial Books. 

In regard to depreciation, we may state that 
The Magazine of Wall Street has from time 
to time contained articles touching on this sub- 
ject. The proposition is a very broad one and 
authorities frequently differ in regard to the 
extent of allowance. 


Inquiry. 

Do you consider Kansas City Southern 
common a much poorer speculation because it 
is farther down in the “Bargain Indicator” 
than Southern Ry. common?—T. S. W 

We refer you to the note at top of Bargain 
Indicator. In this instance, Southern Ry. has 
shown a capacity for growth not demonstrated 
by Kansas City Southern. In comparing any 
two companies, all the circumstances sur- 
rounding each must be considered. Both 
roads should profit greatly by the Panama 
Canal. 


Wants Diagrams. 

I bought the first copy of your magazine 
that was issued and subscribed for the sec- 
ond at once. I have been a subscriber ever 
since and as long as it maintains its present 
high standard I shall remain a subscriber 
as long as I live. The diagrams especially 
are so instructive that I think you will find 
that with your readers they will be the most 
popular part of your publication. My ad- 
vice would be to put everything into 
diagrams that you can, for it gives you 
knowledge at a glance. It’s like thinking 
in flashes. Be sure to keep my name on 
the list. I don’t want to miss a number.—J. 


He Is Making Money. 

It is hardly necessary for me to say that 
The Trend Letter is invaluable not only 
to the novice but to the every-day trader. 
I have made more money and made it more 
consistently than at any time during the 
two years that I have been interested in 
the market.—B. R. 


He Waited. 
I desire to congratulate you on the im- 
provement of THE MAGAZINE oF WALL 
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Srreet, and trust for larger circulation of 
your unbiased, honorable, and i | edited 
paper. I have a warm side for it ecently 
I was a very enthusiastic bull on a certain 


THE MAGAZINE OF 


WALL STREET. 


paper, | 
about 
Street 


after reading your 
waited. Can buy the same today 
fifteen dollars a share less. i 
Magazine owes me nothing, eh?—L. 


stock, but 


Stock Tax Law Amended 


GV: SULZER recently signed Senator 
Boylan’s bill, amending the tax law, 
which provides that in cases where shares 
or certificates of stock are issued without 
designated monetary value, the stock trans- 
fer tax shall be at the rate of 2 cents for 
each share of stock, and it requires the filing 
in the office of the State Comptroller of a 
certificate, executed by every person or firm 
engaged in making olen, agreements to sell, 
deliveries or transfers of shares of the 
stock, or conducting a stock brokerage 
business, and giving the true or real full 
name or names of persons conducting same, 
with post-office address. 

Governor Sulzer issued 
memorandum: 

“This is an administrative measure, care- 
fully prepared, and provides for efficient 
enforcement and collection of the stock 
transfer tax.... The State Comptroller 
estimates that the enactment of this meas- 
ure will prevent an annual loss of revenue 
to the state estimated approximately at 
$1,000,000 a year.” 


the following 


In the opinion of officers of the Stock 
Exchange the amendment does not impose 
a tax on transfers of Great Northern Ore 
certificates. Officers of the Exchange 
maintain that the Ore certificates are not 
shares of stock and accordingly will not 
insist upon stamps as a requisite to delivery 
of the certificates. The idea is, further- 
more, that the law was not designed to 
affect transfers of trust certificates like 
those of Great Northern Ore, but that its 
object was to prevent evasion of the trans- 
fer tax by the incorporation of companies 
without par value of shares. The Adams 
Express shares, in the opinion of the Ex- 
change, are the only ones now listed which 
come within the law. The transfer tax will 
apply to them in the future. 

It is probable that the Comptroller's of- 
lice will contest the Stock Exchange opin- 
ion. At any rate, the opinion has prevailed 
at Albany that transfers of Great Northern 
Ore certificates were considered at the time 
the bill was drawn up. 


World’s Gold Holdings 


THE London Statist thinks that the great supplies of new gold, a lessened demand for 

India and the rélease of a part of the great cash balance of the U. S. Government 
The amounts 
treasuries and conversion offices of various countries 


may diminish or avert severe stringency of the money market in the autumn. 


of gold held in the important banks, 
are of special interest now: 


Banks of— 
Austria-Hungary 


Germany 

Italy er 
Netherlands 
Norway 

Russia 

Spain 

Sweden 
Switzerland 

U. S. Treasury 


U. S. National Banks.......... 


Argentina 
Brazil 


es ee ee Oe  eaewe 


1912. 

$260,335,000 
38,055,000 
21,720,000 
207,550,000 
652,200,000 
221,975,000 
230,420,000 
60,165,000 
10,175,000 
752,490,000 
85,170,000 
26,125,000 
32,100,000 
1,236,650,000 
163,275,000 
209,270,000 
115,380,000 
108,100,000 


1913. 
$252,060,000 
44,415,000 
22,445,000 


128'320,000 





$4,687,220,000 


$4,431,255,000 
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CORRECTED DIAGRAM.—Owing to an error in copying, the graphic which 


appeared last month with Mr. Haliburton Fales’ article on 
was incorrect from the year 1909 to 1913. The correct diagram is given 
Readers who keep a file of this magazine should note this correction on the 
It should also be mentioned, perhaps, that the 
on page 83 of the same issue were not a part of 


in Finance” 
above. 
diagram on page 181 in the July issue. 
“Babson Foreign Composite Plots” 


“World-Wide Tendencies 


Mr. Fales’ article, but were published in connection with it as showing the general 


tendencies of foreign trade. 


We greatly regret the above error, as we make a strong effort to have all diagrams 


and statistics strictly accurate. 
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Book Reviews 


Gold: The Further Rising of Prices and 
the World Financial Storm. By C. A. 
Bowsher, Cleveland, Ohio. Price 25 cents. 
Paper binding, 36 pp. 

The author of this little pamphlet takes an 
extreme view of the effects of the rise of 
prices resulting from increased gold produc- 
tion. “Every American,” he says, “should 
prepare his mind for the world financial storm 
which is now on. The crisis of 1907 was but 
the prelude. It was but the herald of a great- 
er and more destructive blow.” 

The remedy he recommends is the demone- 
tization of gold and the substitution of the 
kilowatt-hour as a standard of value. He 
thinks that a fixed amount of electrical en- 
ergy would be the ideal of that non-fluctuat- 
ing standard of value for which the world has 
been looking. The idea is not absurd, though 
it might sound so at first hearing. But un- 
doyibtedly it will take the human race a long 
time to reach the standard of intelligence 


where the use of this unit would be possible 
in practical affairs. 

The book includes a couple of graphics 
showing the relation of wages, prices and 

“welfare” for the last sixty years. 

Without going into any extended discussion 
of the abstruse questions raised by the author, 
we may note in passing that during the last 
five years prices, as shown by Bradstreet’s 
Index Number, have risen nearly 20 per cent., 
while the amount of money in circulation per 
capita in the United States has decreased 
from an average of $35.47 for the first five 
months of 1908 to $34.60 for the correspond- 
ing months of 1913. Evidently there are im- 
portant factors in the price situation which 
are not included in the supply of cash; and if 
we should have a “world financial storm” it 
would be far more a result of over-extended 
credit and dissipation of capital in non-pro- 
ductive enterprises and through extravagance, 
than it would be due to the increased pro- 
duction and consequent cheapness of gold. 

This is a thought-stimulating little book, 
however. 
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The Price of Inefficiency—By Frank 
Koester. 425 pp. Cloth, octavo. Sturgis 
& Walton. $2.00 Postage 15 cents. For 
sale by Ticker Publishing Co. 

This book shows where wastes are being 
incurred in governmental, industrial, social 
and educational affairs, points out remedies 
for reducing them and indicates new prin 
ciples which may often eliminate inefficient 
methods. 

Among the matters treated are the con- 
trol of the government by capital, the 


a 
a 
< 


AVERAGE OF 50 RAILROAD 
AND STOCKS 
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conservation efforts, the pension system, the 
laws of the states conflicting with each 
other and with federal statues, waste due 
to inadequate fire protection, the displace 
ment of the trusts, the immigration system, 
our transportation system, and our insur 
ance system, as compared with that of other 
countries, clumsy methods of caring for the 
unemployed, the inadequacy of the educa 
tional system, especially on the technical 
side, the concentration of wealth and its 
effect in the near future, and the restricted 
output policy of the labor unions. 


" is > 
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AVERAGE OF FIFTY STOCKS 


NOTE.—In place of the Figure Chart, which we have previously published each 
month to show the general movements of the stock market, we substitute this month 
the above diagram, which gives monthly high and low of the New York Times aver- 
age of fifty stocks, twenty-five rails and twenty-five industrials. We believe this will 


give a better “bird’s-eye view” of the course o 
of time, which is not shown by the Figure Chart. 
entire time during which they have been compiled. 


the market, as it shows the element 
The averages are given for the 
For earlier years the reader is 


referred to the graphic in “The Market Outlook,” which shows the general course of 


railroad stocks since 1902. 








Essential Statistics Boiled Down 


HE figures below give a complete | comparisons for the corresponding month 
view of the financial and industrial | (or nearest month obtainable) in each of 
situation, with the best available | the four preceding years. 











Average Average Per Cent. Per Cent. Per Cent. Per Cent. Money in 
Money Money Cashto Loansto Cashto Loans to Circulation 
Rate Rate Deposits, Deposits, Deposits, Deposits, Per Capita 
Prime European New York New York All All First of 

Commer- Banks  Clearing- Clearing- National National Month. 

cial Paper house house Banks. Banks. 

New York. Banks. Banks. 
July, 1913 26.4 99.7 ee wey 
June, 1913 27.7 98.0 15.3 103.5 
26.6 100.0 tone nahaes 
25.6 97.9 16.2* 102.5* 
26.3 97.4 17.3* 102.8* 
27.5 100.6 15.5* 103.2* 
27.3 94.0 18.1* 103.3* 


LELE LES 
Sssesre 





New Securi- Bank Balance of Balance of 
ties Listed Bank Clearings Gold Trade 
N. Y. Stock Clearings of U.S. Movements Imps. or 
Exchange of U.S. Excluding —Imports or Exports 
(000 omitted) (OO0omitted) N. Y. City. Exports. (000 omitted) 
(000 omitted) (000 omitted) 
June, 1913 $59,001 $13,692,990 $5,939,470 Ex.$32,425 
May, 1913 131,520 6,133,432 =x. $7, Ex. 61,152 
June, 1912 ,667 290 q Ex. 7,202 
“ 7 5,616,887 . a Ex. 18,899 
152,566 5,477,437 Im. 2, Ex. 8,011 
141,417 14,155,364 5,043,660 ’ Im. 7,245 








Bradst’s English Whole- Produc’n Price U.S. Produc- U.S St'l 
Index of Indexof _ sale of Iron of tion of Cop- Co. Unfill. 
Commod- Commod- Price of (Tons.) Copper. per (Lbs.) Tonnage. 
ity Pes. PigIron. (O00o’td.) (Cents.) (O000’td.) (0000’'td.) 
2,669 $13.75 Ae! . seiko aeane 
2,694 * 14.06 2,628 . 5,807 
2,729 14.94 2,822 . 6,324 
2,705 14.70 2,440* 5 
2,517 13.25 1,787* 
2,362 14.75 2,265* 
2,176 15.75 1,930* 








Net Building Business 

Surplus Operations, Failures 

of Idle Twenty Total Winter Spring 

Cars. Cities. Liabilities. Wheat. Wheat. Corn. 


July, 1913.. 63,704 81.6 738 86.9 

June, 1913.. 50,908 $48,978,095 $17,401,953 83.5 93.5 cee 
May, 1913.. 39,799 , 15,726,696 91.9 sa 
July, 1912.. 64,024 545, 15,815,971* 73.3 89.3 
“1911... 163,621 56,409,783* 13,173,987* 678 738 
1910.. 142,865 50,116,725* 10,289,920* 81.5 61.6 
1909.. 259,697 62,067,000* 11,255,168* 2.4 92.7 


*June. 











The Situation Summarized 








[While an attempt is here made to divide the important factors into favorable and 


unfavorable, this classification is for convenience only. 


It should be fully recognized 


that the same factor may have a bullish effect in one direction and bearish in another, 
or may be bullish in its immediate influence, but containing dangerous possibilities for 
the future. Also, it would be impossible to strike a balance in this way, as one bullish 
factor might be so important as to outweigh all bearish considerations, or vice versa.] 


Favorable 


ECLINE of the open market discount 
D rate in London and in Berlin, which 
has resulted in small loans here by 
London at about 5%% on finance bills. We 
generally borrow at least $100,000,000 in 
that way during the late summer and early 
fall months, but in view of tight money 
abroad it has been doubted whether we 
could do so this fall. 


The new Currency and Banking bill may 
prove to be an important bull argument, if 
conservatively handled by Congress. Even 
the degree of progress already made is to 
be counted as distinctly encouraging. 


Crop reports show generally favorable 
conditions except for spring wheat. Total 
wheat, however, will be large—estimated 
700,000,000 bu. against 730,000,000 last year, 
when a big crop was raised. 


The ease of call money is encouraging, 
even though time money rates indicate ap- 
prehension for the future. The high time 
money rate may in itself operate to prevent 
or at least to lessen the stiffness of money 
later on. 


World’s stock of copper is the lowest 
since the Producers’ Association began to 
comers the statistics, and the surplus in 
the U. S. now represents only three weeks’ 
supply. 

Railroad earnings still good. Net earn- 
ings of all roads for year ended June 30 
are estimated at 11 per cent. over previous 
year, and of course the gross will make a 
still better showing. 

Settlement of tariff question now seems 
to be not far off. Whatever opinion may 
be held as to the effects of the new tariff, 
it will be a relief to get the matter out of 
the way. 

Union Pacific dissolution arrangement 
takes a weight off the market, even though 
U. P. does not get a very high price for 
its So. P. stock. 

Promise of Interstate Commerce Com- 
mission to investigate Eastern freight rates 
with possibility of 5 per cent. increase is 
worth something, though the investigation 
will take a long time, probably. 

Passage of Newlands arbitration bill 
ought to make it easier for employers and 
men to get together without strikes. 


Unfavorable 


ENEWED mix-up in the Balkans, 
R with Roumania taking the field, and 
Turkish troops crossing the recently 
established frontier line. All this tends to 
prevent European hoarded money from 
coming out into use again, and thus to hold 
interest rates high everywhere. 


Further exports of gold to Paris, at a 
time when we need all our money base for 
the seasonal expansion of credit this fall. 
Total gold exports for year to date over 

Comptroller’s report for all national banks 
in the S. shows low reserves; in fact, 
lowest at this season since 1893. 


Government 2 per cent. bonds below par, 
partly as a result of provisions of proposed 
new Currency bill and partly owing to 
world-wide high price of capital. 


Noticeable contraction of general trade, 
shown by falling off in clearings and by 
current reports. This is not wholly un- 
favorable, of course, as it lessens the de- 
mand for money and credit. 

Liabilities of failures for first half of 
1913 have been the largest since 1893— 
though of course we have to remember that 
this is a bigger country than it was in 1893. 

Building operations are now at lowest 
point since 1908, owing largely to high cost 
of materials and high interest rates. 

Steel orders falling off, and pig iron down 
to around $14, against $17.25 last December. 
Mills still active, but mostly on old orders. 

German Reichstag adopts war tax meas- 
ure calling for $240,000,000 within three 
years. The enormous waste of capital in 
armaments all over Europe saddles the 
world’s industry with a growing burden. 

Failure of First-Second National Bank 
of Pittsburgh must be reckoned as an un- 
favorable development, though due chiefly 
to local causes. 

Strikes continue in various localities and 
110,000 garment workers have gone out at 
Cincinnati. Apparently unrest of labor will 
continue a feature of the situation. 

Proposition of Congress to tax cotton 
exchanges out ‘of existence is certainly dis- 
couraging, as showing widespread misun- 
derstanding of the functions of legitimate 
speculation. 











The Market Outlook 


Some of the Factors Beneath the Surface of Current Events 
By G. C. SELDEN 








ers’ advices to their customers have 

taken on a rather bullish tone within 
the last few weeks. The reasons for this 
are substantially as follows: 

(1) The market has had a severe decline, 
so that a recovery is considered natural. 

(2) Prices are low, as measured by the 
yield on the investment. Many good stocks 
are returning six per cent. or more on the 
money put into them. 

(3) Prices refuse to go down; hence it is 
argued that they must go up, sooner or 
later. 

Business on the Exchange has become so 
dull that it really does seem as if it could 
become no duller without disappearing al- 
together, and it has always been the experi- 
ence that prolonged dullness is followed by 
a ee movement in one direction or the 
other. 


The Money Market. 


Pers’ advic ninety per cent. of brok- 


The situation now 


Nore.—The above graphic shows (in millions of dollars) the general course of the 
of New 


and surplus reserves, 


movements of standard railway stocks from 1902 to date. 
lines for surplus reserves and for the stock market are not thus modified. 


to a non-seasonal basis. The 


The upper zero line represents cquetty of loans and deposits. 
4 . es on which the graphic is based and the exact method of 
it are fully explained in the March and April, 1913, issues of this magazine in articles entitled 


equal to 25% of deposits. The princip 
structing 
“Investing for Profit.’ 


’ J excess 
York clearinghouse banks (leaving out the trust companies), and the 


hinges chiefly on the fall money market. 
Crops have to be moved all over the world, 
and it takes money to move them. Will 
there be money enough to go around with- 
out such high rates as to have a depressing 
effect on security prices? 

Europe has been the storm center of high 
money rates, our own market having been 
compelled to furnish for export over $65,- ° 
000,000 of gold in 1913 so far. These ex- 
ports have pulled down our own reserves, 
bringing the per cent. of reserve of all na- 
tional banks down to 20.95 in the last 
Comptroller’s statement, compared with 
21.35 in 1912, 22.10 in 1911, 21.22 in 1910, 
22.37 in 1909, 23.19 in 1908, and 21.22 in 
1907. (This is, of course, a different thing 
from “Ratio of Cash to Deposits,” as given 
in our “Essential Statistics.”) 

True, business has been fairly active in 
this country, requiring a good deal of cash; 
but we would have got along decidedly 
better if it had not been for Europe’s fre- 


its 
road 
The line for excess deposits has been adjusted 


The second zero line represents reserves 
con- 
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quent demands on us and sales of securities 
in our market. ; 

When may we look for improvement in 
the European situation? J. P. Morgan said, 
a week or two ago, that we were in a period 
of tight money, the duration of which was 
uncertain, and doubtless it would be impos- 
sible to say more at the present time. 

No real softening of money abroad has 
et appeared. The average rate of European 
Conk is higher even than at this season of 
the year in 1907. No reduction of the 6 
per cent. German bank rate has been made 
this summer, although we are now in a 
season when easy money is usual. If the 
rate is not reduced this will be the first 
time in history that such a condition has 
prevailed. 

Paris continues to buy gold from us at 
a premium. The Bank of England rate has 
averaged higher for 1913 to date than in 
any previous year since 1866 and is still 
maintained at 414, although this week there 
has been some softening of the private dis- 
count rate in London. The Holland bank 
rate was raised from 4 to 5 per cent. June 
25, when a decrease would have been 
more natural. Belgium, Austria, Italy, 
Switzerland, Russia, Sweden, Norway and 
Denmark are all maintaining correspond- 
ingly high rates. 


The American Money Market. Condi- 


tions on this side are indicated by the fact 


that commercial paper is now 6 per cent. 
at New York and 6% to 7 at Chicago, 
and 6 mos. time money, 6%, in spite of the 
fact that the end of July is normally a time 
of easy money. As shown on the graphic 
which accompanies this article, the New 
York banks accumulated a big reserve to 
meet July disbursements and the corpora- 
tion tax payments. More than half of this 
surplus was lost early in July. August is 
generally a month of large reserves, and 
‘the loss may be recovered—would be, in a 
normal year. 

The diagram does not, however, show 
any excess of deposits over loans—which 
is a much better test of supplies of capital 
for investment than is the surplus of re- 
serves. And in view of the European situa- 
tion and our own approaching crop-moving 
demands, it is not likely that any important 
excess of deposits can be accumulated for 
some months to come. 

Recent loans by London in this market 
on finance bills to the extent of perhaps 
$10,000,000 have attracted attention only be- 
cause it was feared that such loans could 
not be obtained this year owing to tight 
money abroad. In a normal year such 
loans amount to $100,000,000 or more. 


Exhaustion of Capital. The trouble 
lies in a reckless dissipation of capital al- 
most all over the world. Paris bankers 
have loaned Turkey and the Balkan states 
about 1,750,000,000 francs on _ short-term 
notes, in the e pogeten of refunding the 
notes into salable bonds at an early date. 
Meantime, the Balkan pot continues to boil 
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merrily, timid French peasants are hiding 
their money in old coffee pots under their 
beds, and the French bankers are buying ~ 
gold at a premium in what is practically 
the only unprotected market for gold— 
America. 

In London, capital subscriptions for the 
first five months of 1913 were at the rate 
of 353,000,000 pounds yearly, which com- 
pares with 232,000,000 pounds for the active 
year 1910. But the worst of it is that the 
big increase has been in borrowing for un- 
productive purposes. The following table 
shows the per cent. of gain in capital applied 
to different lines, the 1913 totals being esti- 
mated on the basis of returns to date: 


% Gain. 1913. 1910. 
Governments 128.2 £106,543,274 £46,678,506 
Municipalities .......142.0 28,981,238 11,974,496 
Railways 84.4 113,095,728 61,345,049 
Com’cial & Indus. Co’s.109.2 45,903,175 21,944,839 

Finance, Land & In- 

vestment & Tr. Cos. 35.3* 20,809,584 
59.4* 10,810,102 
- 67.0* 10,508,086 
20,774,055 
4,550,988 


Purpose. 


13,474,372 
4,390,920 
3,470,640 
1,958,625 
8,625,600 


Tramways 
*Decrease. 


In a word, extravagant expenditures in 
directions where the invested capital does 
not naturally reproduce itself have depleted 
the world’s supplies. This will necessitate 
some contraction in trade. The capital 
which has been destroyed in wars or put into 
great municipal or government enterprises 
is withdrawn from use in the world’s in- 7 
dustries. This will check industrial and 7 
railroad expansion, and will eventually re- 
sult in driving capital into bonds as the 
safest form of investment. 

Is It Time to Buy Bonds? 
tant question is, How long will this 
process take? Without doubt those who 
buy good bonds, or even the best class of 
investment stocks, now, will get a nice 
return on their investment and. will even- 
tually have the pleasure of contemplating 
good profits. But could they buy cheaper 
by waiting? 

My own feeling is that I would prefer 
to wait until the financial situation in gen- 
eral clears up a little, even though I might 
eventually pay a little higher price for my” 
bonds. On the other hand, f might buy 
them lower; and I would rather buy in a 
rising market than in a falling one. 

As for stocks, with a considerable short 
interest in the market it would be easy 
enough to bring about a moderate advance 
if strong interests desired to do so; but we 
have not as yet a sufficient accumulation 
of capital on hand to finance a bull market 
and I do not believe that any important 
advance can be long maintained until money 
conditions show some signs of working into | 
an easier position. 

I do not believe that liquidation of general 
business has yet run its course. Stocks, 
however, usually begin to improve while 
business is still depressed, through the in- 
vestment of money released by dullness of 
business. 


The impor- 





